OFFERED BY MR. BISHOP OF NEW YORK

HIMSELF AND MR. MARKEY OF MASSACHUSETTS)

~ In section 109(2), at the end of the quoted material |

" insert the following neéw paragraph:

1 “(4) All housing constructéd undéjr the militaty
2 housing privatization initiative of the Depaftment of
3 Defense shall, to the maXJmum extent pr actlcable——
4 “(A) meet Federal building energy effl-
5 ciency standards under this section; and
6 “(B) include Energy Star appliances.

In title I, subtitle A, add at the end the following

new section:

7 SEC. 112. MODEL BUILDING ENERGY CODE COMPLIANCE

8 GRANT PROGRAM.

O

(a) IN GENERAL.—The .Secreta_ry, sh:;ﬂl carry out a
10 program to provide gi'ants to each State. that the Sec-
11 retary determines, with respect to new buildings in the
12 State, achieves at least a 90-percent rate of compliance

13 (based on energy performance) with the most recent model

14 building energy codes.
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1 | (b) GUlDELINES.——Not later than 180 days after the

date of enactment of ‘this Act, the Secretary shall issue

guidelines that standardiie criteria by which a State that

seeks to receive a grant under this section may—

2
3
4
. 5 (_1) verify  compliance with applibablle' model
6 building energy codes; and |
7 (2) demonstrate eligibility to receive a grant
8 1'1_1_1der.' this sectionl.v | -
9 (e) LocaL GOVERNMENT CODES.—In the case of;' 5

‘10 State in which building energy codes are established by

11 local governments—

12 (1) A local government may—

13 (A) af)ply for a grant under this section;
14 ' and

15 -(B) verify ecompliance, and demonstrate eli-
16 . gibility, for the grant under subsection (b); and
17 (2) if the _Secretai'y determines that the local
18  government is eligible to receive a grant, the Sec-
19 retary may provide a grant to the local government. .
20 (d) USE oF FUNDS.—Funds from a grant provided

21 under this section may be used only to carry out activities
22 relating to the implementation of building energy codes
23 and beyond-code building practices.

24 (e) AUTHORIZATION OF APPROPRIATIONS.—
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(1) In GENERAL.—There is 'autlllorized to be
appropriated to carry out this section $25',000,000
for each of fiscal.yedrs 2006 through 2010. | _
(2) SET ASIDE.——Of the amounts authorized to

be appropriated under paragraph (1), the Secretary

may use not moxh-e‘,than $500,000 for each fiscal

year—
" (A) to develop compliance guidelines;

(B) to train State and local officials; and

(C) to administer grants provided under-

this section.

In section 131(a), amend the proposed section

- 324A(3) to read as follows:

12
13

4
15
16
17
18
19
20
21

2
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“(3)_ preserve the integrity of the Energy Star
label by—
“(A) regularly updating BEnergy Star' cri-
teria; and
“(B) eﬁsuring, in general, that—

“(i) not more than 25 percent of
available models in a produect class receive
the Energy Star designation; and

| “(ii) Energy Star designated products
and buildings are at least 10 percent more

efficient than—.

(31690918)
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1 ' “(I) appliance standards in effect

~on thé date of enactment of'th_is sec-
tion; and

“(II) the most recent model en-

wmoA W N

ergy code;
In section 133(a)(2), add at the end the following

- new paragraphs:

6 “(45)(A) Tﬁe term Qomniercial prerinse spray
7 valve’ means a handheld device desigﬁed and mar-
8 keted for use with commercial dishwashing and ware
9 washing equipment that sprays water on dishes, flat-
10 ware, and other food service items for the purpose
11 of removing food residue before cleaning the items.
12 “(B) The term ‘commereial prerinse spray
13 valve’ may include (as determined by the see-
14 retary by rule) products—
15 : “(i) that are extensively used in con-
16 junetion with commercial dishwashing and
17 ware washing equipment;
18 “(ii) the application of standards to
19 which would result in significant energy
20 savings; and
21 ' “(iii) the application of standards to
22 | that would meet the criteria .spacifiad in
23 ~ subsection (0)(4).
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“(C) The term ‘commercial prerinse spray

valve’ may exclude (as determined by' the sec-
retary by rule) products—
“(1) -that are used for special food

service applications;

“(ii) that are unlikely to be widely '

used in conjunction with commereial dish-
- washing and ware washing equipment; and

‘“(iii) the application of standards to

which would not result in significant en-

~ergy savingé.
“(46) The term ‘dehumidifier’ means a self-con-

tained, e_]ectricélly operated, and mechanically en-

cased assembly consisting of—

"‘(A) a refrigerated surface (evaporator)
that condenses moisture from the atmosphere;

“(B) a refrigerating system, including an
electric motor;

“(C) an air-circulating fan; and

“(D) néeans for collecting or disposing of

the condensate.”.

In section 133('b_)(1_), insert after the proposed para-

gpoh (13) the following new paragraphs:

22

“(14) Test procedures for dehumidifiers shall be

23 based on the test criteria used under the Energy Star Pro-

F:V9\041905\041905.425
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gram Requirements for Dehumidifiers developed by the
Environmental Protection Agency, as in effect on the date
of enactment of this parégraph unless revised by the Sec-

retary pufsuant to this section.

“(15) The test procedure for measuring flow rate for

commerecial prerinse spray valves shall be based on Amer--

ican Sociéty for Testing and‘Materials Standard F2324,
entitled ‘Standard Test Method for Prerinse Spray

Valves.””.

In section 133(c); at the end of the quoted material

insert the following new- subsections:

10
11
12

13 “(2)(A) Not later than October 1, 2009, the Sec-
14 retary shall publish a final mlé in accordance Witﬁ sub-
15 sections (0) and (p), to determine whether the standards .
16 established under paragraph (1) should be amended.
17 “(B) The final rule shall contain any amend-
18 ment by the Sebretary and shall provide that the
19 a.nﬁendment shall apply to products manufactured on
20 orafter October 1, 2012,

FAVO\041005\041005.425  (316908l8)

“(ee) DEHUMIDIFIERS.—(1) Dehumidifiers manufac-
tured on or after October 1, 2007, shall have an Energy

Factor that meets or exceeds the following values:

“Product Capacity (pints/day): Minimum Energy Factor
(Liters/kWh)

...................................... 1.00

April 19, 2005 (6:18 PM)
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18
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“4C) If the Secretary does mnot publish an
amendment that takes effect by October 1, 2012, de-
humidifiers manufactured on or after October 1,
2012, shall have an Energy Factor that meets or ex-
ceeds the following values: : .

““Product Capacity (pints/day): Minimum Energy Factor

(Liters/kWh)

.................................................................................................. 120

3 25 e R senaa s enes AR RS RR e 1.30
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“(ff) COMMERCIAL PRERINSE SPRAY VALVES.—

Commercial prerinse spray valves manufactured on .or

after January 1, 2006, shall have a flow rate less than
or equal to 1.6 gallons per minute.

“(gg) STANDARDS FOR CERTAIN FﬁRNACES.—'(l)

Notwithstanding subsection (f) and except ‘as provided in

paragraphs (2) and (3), a furnace (including a furnace
designed solely for installatibn in a mobile home) manufac-
tured 3 or more years after the date of enactment of this
subsection shall have an annual fuel utilizétion efficiency
of—

“(A) for natural gas- and propane-fired equip-

ment, not less than 80 percent; and
“(B) for oil-fired equipment not less than 83

percent.

“(2)(A) Notwithstanding subsection (f) 'and except as

22 provided in paragraph (3)—

FAVO\041905\041905.425 (31690918)
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8
“(i) 4 -boiler- (other than a gas steam boiler)
manufactured 3 or more years after the date of en-

actment of this subéection shall have an annual f_uel

utilization efficiendy of not less than 84 percent; and -

“(ii) a gas steam boiler manufactured 3 or

more yéars after fh__e date of enactment of this sub- -

section shall have an annual fuel utilization effi-

(i{ienc}.r' of not less than 82 per.cent." | ,

“(B)(i) Notwithstanding subsection (f), if, after f:hé
date of enact;ment of this subsection, the Governor of a
cold climate State files with the Secretary a notice that
the State has implemented a requirement for an annual

fuel utilization effici‘éncy of not less than 90 pereent for

furnaces (other than boilers and furnaces designed solely

for installation in a mobile home or boiler), the annual
fuel utilization efficiency of a furnace sold in that State
shall be not less than 90 percent.

“(ii) If a State described in clause (i) fails to imple-
ment or reasonably enforce (as determined by the Sec-

retary) annual fuel utilization efficiency in accordance

with that clause, the annual fuel use efficiency for fur- -

naces (other than hoilers and furnaces designed solely for
iﬁsta,llation in a mobile home or boiler) in that State shall
be the fuel utilization efficiency established under para-

graph (1).

F:\V9\041905\041905.425 (31690918)
April 19, 2005 (6:18 PM)




F:\M9\PELOSI\PELOSI_003.XML HL.C.

© o0 = N U B W N

ju—y [—
_— O

9

“(3)(A) Not later than 5 years ‘after the date on
which a standard for a product under this subsection takes
effect, the Secretary shall promulgate a final rule lto deter-
mine whether that standard should be amended.

“(B) If ‘the Secretary determines that a standard
under subparagraph (A) should be aménded—

“(1) the final rule promulgated pursuant to_sub-

paragraph (A) shall contaln the new standard; and

“(i1) the new standard shall apply to any prod-

uct manufactured after the date that is 5 years after
the date on which the final rule is promulgated.”.

In section 134(b), in the quoted material, insert at

the end the following new paragraphs:

12
13
14
15
| 16
17
18
19
20
21
22
23

F.::\V9\04 1905\041905.425
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“(6) In the case of dehumidifiers covered under
section 325(ee), the Commission shall not require an

Energy Guide label. |
“(7)(A) Not later than July 1, 2006, the Com-

mission shall prescribe by rﬁle, pursuant to this sec- |

tion, labeling requirements for the electricity used by

ceiling fans to circulate air in a room.

“(B) The requirements shall be based on the |

test procedure and la.beiing requirements contained
in the Energy Star Program Requirements for Resi-
dential Ceiling Fans, version 2.0, issued by the En-

vironmental Protection Agency, except that third

© (31690918)
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party - testing and other non-labeling requirements
shall not be pr01nu1gated unless the Commission de--

termines’ the requirements are necessary to achieve -

compliance.

“(C) The rule shall apply to products manufae-

tured after the lafer of—
 “(i) January 1, 2007; or
"“(i1) the date that is 60 days after the

final rule is prescribed.”.

In section 135, in the proposed subsection (h), inseft

, upon adoption of a standard under this Act” after = .

“fan light kits”.

In title I, subtitle, C, add at the end the following

new section:

10 SEC. 137. COMMERCIAL PACKAGE AIR CONDITIONING AND

11
12

HEATING EQUIPMENT.

(a) DEFIN_ITIONS.—Sectioh 340 of the Energy Policy

13 and Conservation Act (42 U.S.C. 6311) is amended—

14
15
16
17
18
19

F:\V6\041905\041905.425
April 19, 2005 (6:18 PM)

(1) in paragraph (1)—
(A) by redesignating subparagraphs (D)
through (G) as subparagraphs (E) through (H),
~ respectively; and |
.(B) by inserting after subparagraph (C)
the following; |

(31690918)
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13
14
15
16
17
18
19
20
21
2
23
2%
25
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“(D) Very large commercial package air

conditioning and heating equipment.”’;

(2) in paragraph (2)(B), by striking “small and
lai‘gé”; '

(3) by striking paragraphs (8) and (9) and in-
serting the fo]l'ow-ing: ) |

“(8)(A) The term "commercidl package air con-

ditioning and heating equipment’ means aif—cooled,

‘water-cooled, evaporatively-cooled, or  water source

(not including ground water source) e_l'e‘ctrically oper-

.ated, unitary central air conditioners and central air

conditioning heat pumps for commercial application.
“(B) The term ‘small commerci?] package air
conditioning and heating equipment’ means commer-
cial package air conditioning and heat:,ing equipment
that is rated below 135,000 Btu per hour (cooling
capaeity).' o
“(C) The term ‘large commerecial 15ackagé air
conditioning and heating equiﬁment’ 1:1r1eans commer-
cial package air conditioning and he’aﬁng equipment
that is rated at of above 135,000 Btu per hour and
below 240,000 Btu per hour (cooling capacity).
. “(D) The term ‘very large commercial package
air conditioning and heating equipment’ means com-

mercial package air conditioning and heating equip-

(31690818)
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"ment that is rated at or above 240,000 Btu per hour

and below 760,000 Btu per hqur (cooling capac-
ity).”; | | |
~ (4) by redesignating paragraphs (10) through |
(18) as paragraphs (9) through (17), respectively; - |
and ' ' | |
(5) in paragraph (10) (as redesignated by sub-
paragraph (D)), by inserting “ except for gas unit
heaters and gas duct furnaces” after ‘‘furnaces’. a

(b) STANDARDS.—Section 342(a) of the Energy Pol-

icy and Cpnservation Act (42 U.S.C. 6313(a)) is

12 amended—

13
14
15
16
17
18
19
20
21
2
23
24

25

F:\V9\041905\041905.425
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(1) lin the subsection - heading, by striking
“Small and Large” and inserting ‘‘Small, Large,
and Very Large”;

(2) in paragraph (1), by inserting ‘‘but.before
January 1, 2010,” after “January 1, 1994,”; |

‘(3) in paragraph (2), by inserting ‘“but before
January 1, 2010,” after “January 1, 1995,”;

(4) in paragraph (4), by inserting “, except for

a gas unit heater or gas duct furnace,” after ‘“boil- -

)

. er’;
(b) in paragraph (6)—
(A) in subparagraph (A)—
(i) by inserting “(i)"" after “(A)”;
(31690918)
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(i) by striking “the date of ehactmen’t
of the Energy Policy Act of 1992” and in-
serting “January 1, 2010";

(iii) by inserting after “large commer-
cial package air conditioning and fleating
equif)mént” the following: “‘and very large

commercial package air conditioning and

‘heating equipmient, or if ASHRAE/IES

Standard 90.1, as in effect on October 24,
1992, is amended with respect to any”; -
and
(iv) by adding at the end the fol- -
lowing: ]
“(ii) - If ASHRAE/IES Standard 90.1
is not amended with respect: to small com-

mercial package air conditioning and heat-

ing equipment, 'large commercial package

air conditioning and heating equipment,
and very large commercial p:aékage air con-
ditioning and heating eqﬁipme.nt during
the 5-yeér period beginning on the effective
date of a standard, the Secretary may ini-
tiate a rulemaking to detérmine whether a
more. stfingent standard would result in

significant additional conservation of en-
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1 - ergy and is technologically feasible and
2-l economicaﬂy justified.
3 “(iii) This subparagraph does not
4 apply to gas-fired warm-air furnaces, gas-
5 fired package boilers, storage water heat-
6 ers, gas‘ unit heaters, or gas duct furnaces
) manufactured 5 or more years after the
8 ‘date of enactment of the National Energy
s Efficiency Policy Act of 2005.”; and
10 (B) in éubparagraph (C)(ii_)! by inserﬁng
11 : “and very large commercial package air condi-
S 12 tioning and heating equipment” after ‘‘large
13 commercial package air conditior__ling and heat-
14 . ing equipment’’; and . |
15 (6) by adding at the .end the follo:wing:
16 | “(7) Bach small commercial package air condi-
17 tioning and heating equiﬁment manufactured on or
18 after Jaﬁuary 1, 2010, shall fneet. the following
19 standards: | |
20 “(A) The minimum energy efficiency ratio
21 of air-cooled éentral air conditioners at or above
22 65,000 btu per hour (cooling capacity) and less
23 ~ than 135,000 btu per hour (cooling capacity)
24 shall be— '
F:\VO\041905\041905.425 (31690918)
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(). 11.2 for equipment with no heat-
ing or electric resistance heating; and

“(ii) 11.0 for equipment with all other
heating system types that are integrated -
into the equipment (at a standard rating
of 95 degrees F db). o

“(B) The minimum energy efficienicy ratio

of air-cooled central air conditioner heat pumps

at or above 65,000 btu per hour (cooling-capdé—

ity)- and less than 135,000 btu per hour (cool-

ing capacity) shall be—

“(i) 11.0 for equipment with no heat-

Ing or electric resistance heating; and

“(i1) 10.8 for equipment with al] other
heating system types that are ilitegl‘ated'
into the equipment (at a standard rating
of 95 degrees I' db).

“(C) The minimum coefficient of perform-

ance in the heating mode of air-cooled central

air conditioning heat pumps at or above 65,000

Btu per hour (cooling capacity) and less than -

135,000 Btu per hour (cooling capacity) shall

be 3.3 (at a high temperature rating of 47 de-

grees I' db).

(31690918)
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“(8) Each large commercial package air -condi-

tioning and heating'equipment manufactured on or -

after January 1, 2010, shall meet, the following

standards:

“(A) The minimum energy efficiency ratio

of air-cooled central air conditioners at or above

' 135,000 btu per Hour (cooling capacity) and
less than 240,000 Btu per hour (cooling capac-
ity) shall be-. .

| “(i) 11.0 for equipment _with no heat-

ing or electric resistance heating; and

“(ii) 10.8 for equipment with all other
heating system typés that are integrated
into the equipment (at a standard rating
of 95 degrees F db).

“(B) The minimum energy efficiency ratio
of air-cooled central air conditioner heat purhps
at or above 135,000 Btu per. hour (cooling ca-
pacity) and less than 240,000.: btu per hour
(cooling capacity) shall be— ' |

“(i). 10.6 for equipment with no heat-
ing or electric resistance heating; and
“(ii) 10.4 for equipment with all other

- heating 'system types that are integrated

(31690918)
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into the equipment (at a standard rating
of 95 degrees I db).

“(C) The minimum coefficient of perform-

ance in the heating mode of air-cooled central

air conditioning heat pumps at or above

135,000 Btu per hour (cooling capacity) and
less than 240,000 Btu per hour (cooling capac-
ity) shall be 3.2 (at a high temperature rating -

of 47 degrees I db).

“(9) Bach very large Qom'merciﬁ_l package air

.conditioning and heating equipment manufactured
on or after January 1, 2010, shall meet the fol-

lowing standards:

“(A) The minimum energy efficiency ratio

of air-cooled central air conditioners at or above

240,000 btu per hour (cooling capacity) and

less than 760,000 Btu per hour (cooling capac-
ity) shall be— '
“@) 10.0 for equipmen.lt' with no heat-
ing or electric resistance hedting; and
“(iij 9.8 for equipment with all other
heating system types that are integrated
into the equipment (at a; standard rating

of 95 degrees I db).

(31690018)
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“(B) The minimum energy efficiency ratio

of air-cooled central air conditioner heat pumps

at or above 240,000 Btu per hour (cooling ca-- -
pacity) and less. than 760,000 Btu per hour -

(cooling capacity) shall be—

“(i) 9.5 for equipment with no heaﬁng'

or electric resistance heating; and

“(ii) 9.3 for equipment with all other .

heating system types that are integrafed
| into the equipment (at a standard rating
of 95 degrees F db). |
“(C) The minimum coefficient of perforni-
ance in the heating mode of air-cooled central
air conditioning heat pumps at or above
240,000 Btu per hour (cooling capacity) and
less than 760,000 Btu per hour (cooling capac-
ity) shall be 3.2 (at a high temperature rating
of 47 degrees I db).
“(10) thwithstanding paragraph (4) and ex-

cept as provided in paragraph (14), the minimum..
thermal efficiency at the maximum rated capacity of -

a gas-fired warm-air furnace with the capacity of "

225,000 Btu per hour or more manufactured 4 or

more years after the date of enactment of this para-

graph shall be 79.5 percent.

(31690918)
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“(11) Notwithstanding paragraph (4) and ex:
cept as provided in paragraph (14), the mi_nimum
combustion efficiency at the maximum rated capac-
ity of a gas-fired package boiler with the capacity of
300,'000 Btu per hour or more manufactured 4 or

more years after the date of enactment of this para-

graph shall be 84 percent.

“(12) Notwithstanding paragraph (5) (exclud-

ing paragraph (5)(g)), and except a‘é provided in

paragraph (14)— |

“(A) the maximum standby l_oss (expressed

as a pereent per hour) of a gas-fired storage

water heater shall be 1.30 (e?_(pressed as a

- measurement of storage volume in gallons); énd

“(B) the minilﬁal thermal éff’iciency of a

| gas-fired storage water heater. shall be 82 per-
cent.

“(13) Except as provided in paragraph (14),

each gas unit heater and gas duct furnace manufac--

tured 3 or more years after the date of enaétment
of this paragraph éhall be equipped with— .
“(A) an intermittent ignition device; and
“(B)(i) power venting; or

“(ii) an automatic flue damper.

(31690918)
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1
2 on which a standard for a product under paragraph
3 (10), (11), (12), or (13) takes effect, the Secretary
4 shall promulgate a final rule to determine whether
5 the standard for that product should be amended.
6 “(B)‘ If the Secretai'y .determines that a
7 standard should be amended under snbpai"a-
8 graph (A)—
9 | “(i) the final rule promulgated pursu-
10 ant to snbparagraph (A) shéi_ll contain the
11 new standard; and o
S 12 “(ii) the new standard shall apply to
13 any product manufactured 4_4 Or more years
14 after -the.date on which the final rule is
15 promulgated.”. | |
16 (e) TEST PROCEDURES_.——Section 343 of the Energy
17 Poiicy and Conservation Act (42 U.8.0. 6314) is amended
18 in subsectioné (a)(4) and (d)(1), by inserting ‘‘very large
19 commercial package air conditioning and .:heating equip-
20 ment,” after “large commereial package air conditioning
21 and heating equipment,; ’ each place it appears.
22 (d) LABELING.—Section 344(e) of the Energy Policy
23 and Conservation Act (42 U.S.C. 6315(e)) is amended in
24 the first and secorid sentences, by inserting ‘“very large
25 commercial package air conditioning and heating equip-
F:\V9\041905\041905.425 (31690018)
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ment,” after “large commercial package air conditioning .
aﬁd heating-equipment_;,’ ’ each place it appears.

(e) ADMINISTRATION, PENALTIES, ENFORCEMENT,
AND PREEMPTION.—Section 345 of the Energy Policy and
Conservation Act (42 U.8.C. 6316) is amended by adding
at the end the following: | o

“(d)(1) Except as provided in paragraphs (2) and
(3), s'ectioﬁ 327 shall apply with réspect' to the equipment
specified in section 340(1)(D) to the same extent and.ir'l
the same manner as section 327 applies under pa_trt A on
the date of enactment of this sﬁbsection.

“(2) Aﬁy State or local standard preseribed or en-
acted pﬁor to the date of enactment of this subsection
shall not be breempted until the standards established
under section 342(a)(9) take effect on January 1, 2010.

“(3) If the California Energy Commission adopts, not
later than March 31, 2005, a regulation coneerning the
energy efficiency or energy effective after, the standards
esfablished under section 342(a)(9) take effect on J anuary
1,2010.”.

In section 304, insert at the end the following: “In

determining whether to defer such acquisition, the Sec-
retary shall use market-based practices when deciding to
acquire petroleum for the Strategic Petroleum Reserve,

as used prior to 2002; carry out and make public anal-

F:\V9\041905\041905.425 (31690918)
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yses of costs and savings when making or deferring such
acqﬁisi tions; - take into account and report to 'Cbllgress
- the impact the acquisition will have on the domestic and

foreign supply of petroleum and the resulting price in-

creases or decreases; and consult with the Secretary of .

Homeland Security on the security consequences of such

H.L.C.

acquisition or deferral.”.

In ‘title ITT, subtitle A, add at the end the following

new section:

1

2 It is the sense of the House of Represelltati\;es that,
3 to address the crude oil price problem in the short-term,
4 the Pr_esidenﬁ should corﬂmunicate immediately to the
5 members of the Organization of Petroleum Exf)orting
6 Countries (OPEC) cartel and non-OPEC countries that
7. participate in the cartel of erude' ol producing countries
8 that—
9 (1) the United States._seeks to maintain strong
10 relaﬁons with erude oil producers around the world
11 while promoting international efforts to remove bar-
12 riers to energy trade and investment and increased
13 access for - Uﬁited States energy firms around the
14 world,;
15 (2) the United States believes that restricting
16 supply in a market that is in denﬁand for additional
-F:\V9\041 905\041 965.425 (31690918)
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crude -oil' does serious -damage to the efforts that

OPEC members have made to demonstrate that they

- represent a reliable source of erude oil supply;

* (3) the United States believes that st_able crude
oil plric(i,s and supplies are essential for strong eco-
nomic growth thrbughout the world,;

(4) the United States seeks an immediéte in-
crease in the OPEC crude oil producﬁon quofas; and
(5) the United States will temporarily suspend
furfher purchases. of crude oil for the Strategic Pe-
troleum Reserve, thereby freeing up additional sup-

ply for the marketplace.

Amend section 355 to read as followsl(and amend -

the table of contents accordingly):

13 SEC. 855. GREAT LAKES OIL AND GAS DRILLING BAN.

14

No Federal or State permit or lease shall be issued

15 for new oil and gas slant, directional, or offshore drilling

16 in or under one or more of the Great Lakes.

Title XII is amended by striking sections 1201

through 1235 and sections 1237 through 1298, by strik-

ing the title heading, by inserting the following before

title XIII, by redesignating section 1236 (relating to na-

tive load service obligation) as section 1233 of the fol-

lowring and mnserting such redesignated section 1233 after

F:AVO\041905\041905.425
April 19, 2005 (6:18 PM)
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section 1232 of the: following, and by making the nee-

essary confofming changes in the table of 'contents- _
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TITLE XII—ELECTRICITY

SEC. 1201. SHORT TITLE.

ThlS title may be cited as the “Dlect1 1c Rehablhty
Act of 2005”. |

Subtitle A—Reliability Standards

SEC. 1211. ELECTRIC RELIABILITY STANDARDS.

(a) IN GENERAL. —Part II of the Federal Power Act

(16 U.S.C 824 et seq.) is amended by adding at the end
the followmg

“SEC. 215. ELECTRIC RELIABILITY.

“‘(a) DEFINITIONS.—For purposes of this section:
“(1) The term ‘bulk-power system’ means—
“(A) lfacilities and control systems neec-
essary for operatil_lg an interconnected eléctric
energy transmission network (or any portion
thereof); and
“(B) electric energy from generation facili-
ties needed to maintain transmission system re-
liability.
The term does not include facilities used in the local
distribution of electric energy.
“(2) The terms ‘Electric Reliability Organiza-

tion’ and ‘BRO’ mean the organization certified by

!

(31690918)
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the Commission under subsection (c) the purpose of
which is to establish and enforge reliabilify stand-
ards for the bulk-péwer system, subject to 'Commis-

sion review.

“(3) The term ‘reliability standard’ means a re-

quirement, approved by the Commission under this-

sectibn, to provide for reliable operation of the bulk-
powef system. The term ilméludes' reojuirements for
the operation of existing bulk-power system facilif;ie.s
and the ‘désign of planned additions or modifications
to such facilities to the extent necessary to provide
for reliable operation of the bulkl-power system, but
the term does not include any requirement to en-
large such facilities or to construet new transmission
capacity or generation capacity.

“(4) The term ‘reliable operation’ means oper-

ating the elements of the bulk-power system within

equipment and electric system thermal, voltage, and -

stability limits so that instability, uncontrolled. sepa-

ration, or cascading failures of such system will not

oceur as a result of a sudden disturbance or unan-

ticipated failure of system elements.
“(5) The term ‘Interconnection’ means a geo-
graphic area in which the operation of bulk-power

system components is synchronized such that the

(31690918)
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failure. of 1 or more of suech components may ad-
versely affect the ability of the ~operators of other
components within the system to maintain reliable
operation of the faéiliti_es within their control. .

“(6) The term ‘transmission Organizati011’
means a Regional Tra;llsmission Organization, Inde-' '
pendént System Operator, independent trahs_miss’ion
provi(iér, or other transmissi.o'n ofganization finally
approved by the Commission for the Operdtion | of
t'rahsmié.sion facilities.

“(7 ) The term ‘regional entity’ means an entity

having enforcement authority pursuant to subsection

(e)(4).

“(b) JURISDICTION AND APPLICAB'ILITY.———(D The -
Commission shall have jurisdiction, .within the United
States, over the ERO certified by the Commission under
subsection (c), any regional entities, and all users, Owners
and operat;irs of the bulk-power system, including but not -
linﬁted to the entities described in section 201(f), for pur- -
poses of approving reliability standards established under
this section and enforeing compliance with this section. All -
users, owners and operators of the bulk-power system
shall comply with reliability standards that take effect

under this section.

(31690918)
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1 “(2) The Commission shall issue a final rule to imple-r
2. ment the requirements of this section not later than 180
3 days after the date of enactment of this section.
4 “(c) CERTIFICATION.—Following the issuance of a
5 Commission rule under subsection (b)(2 ), any person may
6 submit an appheatlon to the Commission for certification
7 as the Electrlc Reliability Organization, The Commlssmn
8 may certify 1 such ERO if the Commission determines
9 that such ERO— | ‘
10 “(1) has the ablhty to develop and enforce, sub
11 Ject to subsection (e)(2), reliability ‘standards that
12 provide for an adequate level of reliability. of .the
13 bulk-power system; and "
14 “(2) has established rules that—
15 “(A) assure its independencé of the usérs
16 and owners _ahd operators of the bulk-power
17 systém, while assuring fair stakeholder rep-
18 resentation in the selection of its directors and
19 balanced decisionmaking .in ar;y ERO com-
20 mittee or subordinate organizational structure; .~ -
21 “(B) allocate equitably reasonable dues,
22 fees, and other chdrges among end users for all
23 activities under this section;
24 “(C) provide fair and impartial procedures
25 for enforcement of reliability standards through
F:\V9\041905\041905.425 (31690918)
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the imposition of penalties in accordance with

subsection (e) (including limitations on activi-

* ties, functions, or operations, or other appro-

priate sanctions);

“(D) .provide for. reasonable notice and op-"
portumty for pubhc comment, due process '

openness, and balance of interests i in -developing -

reliability standards and otherwise exercising its

duties; and

“() provide for taking, after certification,”

appropriate steps to gain recognition in Canada .~ - -

and Mexico.

The total amount of all dues, fees, and other charges
collected by the ERO in each. of the fiscal' years
2006 through 2015 and allocated under subpara- .
graph (B) shall not exceed $50,000,000.

“(d) RELIABILITY STANDARDS.—(I) The Blectric
Reliability Qrganization shall file each reliability standard
or.modification to a reliability standard that it proposes

to be made effective under this section with the: Commis-

“(2) The Commission may approve; by rule or ‘order, . !
a proposed reliability standard or modification to a reli-
abﬂity standard if it determines that the standard is just,

reasonable, not unduly diseriminatory or preferential, and

(31690018)
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in the public interest. The Commission shall give due- -

weight to the technical_,‘eXpertise of the Hlectric Reliability
Organization with respect.to the content of a proposed
standard or modification to a reliability standard and to
the technical expertise of a regional entity organized on
an Interconnection-wide basis with respect to a reliability

standard to be applicable within that.Interconnection, but

shall not defer with respect to the effect of a Standard -

on competition. A proposed standard or modification shall
take efféct upon approi/al by the Commission.

“(3) The Electric Reliability Organization shall
fe‘buttably presume that a proposal from a regional entity
organized on an Interconnection-wide ‘basis_for a reliability

standard or modification to a reliability standard to be ap-

plicable on an Interconnection-wide basis is Just, reason-

able, aﬁdl not unduly discriminatory or preferential, and
in the public interest.

“(4)--'-I‘hé- Commission shall remémd to the Electrice

Reliability Organization for further chsi&eration a pro- -

posed reliability standard or a modification to a reliability
standard that the Corﬁmission disapproves in whole or in
part.

“() The Commission, upon its.own motion or upon
complaint, may order the Electric Reliability Organization

to submit to the Commission a proposed reliability stand- -

F:\V0\041905\041905.425 (31690918)
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- ard or a modification. to a reliability standard that ad-

dresses a specific matter if the Commission considers such
a new or modified reliabiiity standard appropriate to carry

out this section.

“(6) The final rule adopted under subsection (b)(2)

shall include fair processes for the identification and tifne- '

Iy resolution of any conflict between a reliability standard
and any function, rule, order, tériff, ‘rate schedule, or
agreement accepted, approved, or ordered by the Com‘rr;ié-
sion applieabie'to a transmission organization. Such trans-

mission organization shall continue to comply with such

function, rule, order, tariff, rate schedule or agreement ac-

cepted approved, or ordered by the Commission until—

“(A) the .Commission finds a conflict exists be-
tween a reliability standard and any such provision;
“(B) the Commission orders a change to such

provision pursuant to section 206 of this part; and

“(C) - the ordered change becomes effective -

under this part.

If the Commission determines that a reliability standard

needs to be changed as a result of such a conflict, it shall -

order the ERO to develop and file with the Commission
a modified reliability standard under paragraph (4) or (5)

of this subsection.

F:\V9\041905\041905.425 (31690918)
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“(e) ENFORCEMENT.—(1) The ERO may impose,
subject to paragraph (2), a penalty on a user or owner

or operator of the bulk-pbwer system for a violation of a

rehability standard approved by the Commission under --

subsection (d) if the ERO, after notice and an opportunity

for a hearing—

“(A) finds that the user or owner or operator

h_as violated a reliability staﬁdard' approved by the
Commission under subsection (d); and B

| “(B-'-) files notice and the record of the pro-
ceeding with the Commission.

“(2) A penalty imposed under paragraph (1) may
take effect not earlier than the 31st day after the ERO
files with the Commission notice of the penalty and the
record of prodeediligs. Such penalty shall be subject to re-
view by the Commission, on its own motion or upon appli-
cation by the user, owner or operator that is the subject
of the pen_alty filed within 30 days after the daté such

notice is filed with the Commission. Application to the

Commission for review, or the initiation of review by the

Commission on its own motion, shall not operate as a stay -

of such penalty unless the Commission otherwise orders
upon its own motion or upon application by the user,
owner or operator that is the subject of such penalty. In

any proceeding to review a penalty imposed under para-

F:\V5\041905\041905.425 (31690918)
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graph (1), the Commission, after notice and opportunity
for hearing (which hearing may consist solely of the record
before the ERO and opportunity for the presentation of
supporting reasons to affirm, modify, or set aside the pen- -
alty), shall by order affirm, set aside, reinstate, or modify
the penalty, and, if aﬁpropriate, remand to the ERO for
further proéeedings, The Commission shall implemént ex-

pedited procedures for such hearings.

“(3) On its own motion or upon complaint, the Com- .

mission may order corhpliance with a reliability standard
and may impose a penalty against a user or owner or oper-
,;:mtor of the bulk-power system if the Commission finds,
after notice and opportunity for a hearing_, that the user
or owner or operator of the bulk-power system has en:
gaged or is about to engage in any acts or practices that
constitute or will constitute a violation of a reliability
standard.

“(4) The Commission shall issue regulations author-
izing the ERO to enter into an agreement .:to delegate au- --
thority to a regional entity for the purpoée of proposing
reliability standards to-the ERO and enforcing reliability
standards under paragraph (1) if—

- “(A) the regional entity is governed by—
“(1) an independent board,;

“(i1) a balanced stakeholder board; or

F:\V0\041905\041905.425 (31690918)
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“(iii) a combination independent and bal-
anced stakeholder board.
‘_‘(B) the regioﬁal entity otherwise satiéfies the
provisions of subsection (e)(1) and (2); and
“(C) the agreement promotes effective and effi-

cient administration of bulk-power system 'reliabili.ty. '

‘The Commission may modifyrsuch d_elegation. The ERO

and the CGmmission shall rebuttab]y présulh_e that a pro-
posal for delegation to a regional entity organized on an
Intercoﬂnecﬁén-wide basis promotes effective and __effici'ent
administration of bulk-power system reliability and should
be approved. Such regulation may provide that the Com-
mission may assign the ERO’s authority to enforce r'e!i- -
ability standards under paragraph (1) directly to a re-
gional entity consistent with the requirements of this para-
graph.

“(5) The Com_miséion may take such action as is nec-
essary or-appropriate against the ERO or a regional entity
to .ensure compliance with. a reliability standard or any
Commission order affecting the ERO or a regional entity.

“(6) Any penélty imposed under this section shall -
bear a reasonable relation to the seriquéness of the viola-

tion and shall take into consideration the efforts of such

user, owner, or operator to remedy the violation in a time-

ly manner.

FAVO\041905\041905.425  *(31690018)
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“(f) CHANGES IN ELECTRIC RELIABILiTY ORGANIZA-
'1‘I.0N RULES.—The Electric Reliability Organization shall
file with the Commission for approval any proposéd rule
or proposed rule changé, accompanied by an explanation
of.its basis and purpose. The Commission, upon its own
motion or ébmplaint, may propose a change to thé rules -
of the ERO. A proposed rule or proposed rule change shall
take élffectxupon a finding by the C'ommi'ssio'n, after notice
and opportunity for comment, that the change is just, réa;
sonable, not ‘.unduly discriminatory or preferential, is in
the public interest, and satisfies the requirements of sub-
séction (e).

“(g) RELIABILITY REPORTS.—The ERO shall con-
duct periodic assessments of the reliability and adgquacy
of the bulk-power system in North America.

“(h) COORDINATION WiTH CANADA AND MEXICO.—
The President is urged to negotiate international agree-
ments with the goverﬁments of Canada and Mexico to pro-

vide for effective compliance with reliability standards-and

‘the effectiveness of the ERO in the United States and

Canada. or Mexico.

“(i) SAVINGS PROVISIONS.—(1) The ERO shall have

authority to develop and enforce compliance with reli-

ability standards for only the bulk-power system.

F:\V9\041905\041905.425 (31690918)
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35 _
“(2) This section does not authorize the ERO or the

Commission to order the construction of additional gen-

eration or transmission eapacity or to set and enforce com-

pliance with standards for adequacy or-safety of electric
facilities or services.

“(3) Nothing in this section shall be construed to pre-
empt any authority of any State to take action to ensure
the safety, adequacy, and relidbili.ty of electric service
within that State, as long as such action' is not incon-
sistent ﬁth any reliabﬂity standard, except that the State
of New York fnay establish rules that result in greater
reliability within that State, as long as such action does
not result in lesser reliability outside the State than that
provided by the reliability standards..

“(4) Within 90 days of the application: of the Hlectric
Reliability Organization or other affected party, and after
notice and opp.orttinity for comment, the Commission shall
issue o final order determining whether a State adtion is
inconsistent with a reliability standard, _taking into consid-
eration any recommendation of the ERO.

“(5) The Commission, after consultation with: the
ERO and the State taking action, may stay the effective-
ness of any State action, pending the Commissioh’s

issuance of a final order.

F:AV9\041905\041905.425 (31690918)
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“(j) REGIONAL ADVISORY BODIES.—The Commis-
sion shall establish a regi-bnal advisory body on the petition
of at least %5 of the States within a region that have more
than % of their electric load served within the region. A
regional advisory body shall be composed . of 1. member

from each participa‘cing State in the region, appointed by

‘the Governor of each State, and may include representa-

tives of agencies, States, and provinees outside the United
States. A regional advisory body may provid‘é advice to the

Electrie Reliability Organization, a regional entity, or the

‘Commission regarding the governance of an existing or

proposed regional entity within the same region, whether
a standard proposed to apply within the region is just,
reasonable, not unduly diseriminatory or preferential, and
in the public interest, whether ‘fees proposed to be assessed
within the region are just, reasonable, not unduly diserimi-
natory or preférential, and in the public interest and any
other responﬁbilities requested by the Commission. The
Commission may give deference to the _adv:iee of any such
regional advisory body if that body is ofganized- on an
Interconnection-wide bésis.

“(k) ALASKA AND HAWAH.———The provisions of this
section do not apply to Alaska or I—Iawaii.;’.

(b) STATUS OF ERO.—The Electric Reliability Orga-
nization certified by the Federal Energy Regulatory Com-

F:\V9\041905\041905.425 (31690918)
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mission under section.215(c) of the Federal Power Act

and any regional entity delegated enforcement 'authority

pursuant to section 215(e)(4) of that Act are not depart-

ments, ageneies, or instrumentalities of the United States -

Government.

(e) LIMITATION. ON ANNUAL APPROPRIATIONS.—

There is authorized to be appropriated not, mroe than
$50,000,000. per year for fiscal ye.arS'2006'through 2015
for all activities under the amendment made by subsectioh
(a). |
Subtitle B—Transmission
Operation Improvements
SEC. 1231. OPEN NONDISCRIMINATORY ACCESS,

Part II of the Iederal Power Act (16 U.8.C. 824 et

seq.) is amended by inserting after section 211 the fol--

lowing new section:
“SEC. 211A. OPEN ACCESS BY UNREGULATED TRANSMIT-
TING UTILITIES.
“(a) TRANSMISSION SERVICES.—Subject to section

212(h), the Commission may, by rule or order, require an

unregulated transmitting utility to provide transmission -

services—

“(1) at rates that are comparable to those that

the unregulated. transmitting utility charges itself;

and

FAVE\041905\041905.425 (31690918)
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1 “(2) on terms and-conditions (not ielating to
2 rates) that are condparable to those under which
3 such unregulated transmitting utility provides trans-
4 mission services to itself and that are not unduly
5 diseriminatory or preferential.
6 “(b) EXEMPTI-ON..—The_ Commission shall exempt
7 from any rule or order under fhis sectidn any unregﬁlatéd
8 transmlttmg utility that—
9 “(1) sells no more than 4,000, 000 megawatt
10 hours of electrlclty per year; or
11 “(2) does not own or operate. any transmission.
12 facilities that are necessary for operating an inter-
13 connected transmission system (or _any portion
.14 thereof); or
15 “(3) meets other eritéria the Commission deter-
16 mines to be in the publie interest.
17 “(¢) LOCAL DISTRIBUTION FACILITIES.—The re-
18 quirements of- subsection (a) shall not apply to facilities

19 wused in local distribution.
20 ‘“(d) EXEMPTION TERMINATION.—'Whenever the
21

Commission, after an evidentiary hearing held vipon a.

N
N

complaint and after giving consideration to reliability

N
(S8

standards established under section 215, finds on the

o
=

basis of a preponderance -of the evidence that any exemp-

N
n

tion granted pursuant to subsection (b) unreasonably im-
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pairs the continued reliability of an interconnected trans-
mission system, it shall revoke the exgmption granted to
that transmitting utility. | | |
“(e) APPLICATION TO UNREGULATED TRANSMIT-

TING UTILITIES.—The rate changing procedures applica-

ble to public utilities u'ﬁd__er subsections (¢) and (d) of sec-

tion 205 are applicable to unregulated transmitting utili-
ties for purposes of this section. |

"‘(f) REMAND.—In exercising its authority undef

paragraph (1) of subsection (a), the Commission may re--

mand’ transmission rates to an unregulated transmitting
utility for review and revision where necessary to meet the
requirements Qf subséétion (a). |

“(g) OTHER REQUESTS.—The provision of ‘trans-
mission services under subsection (a) does not preclude a
request for transmission services under section 211.

“(h) LiMITATION.—The Commission may not require
a State or municipality to take action under this section
thét would violate a private activity bond rule for purposes
of section 141 of the Internal Revenue Code of 1986 (26
USC.141).

“(i) TRANSFER OF CONTROL OF TRANSMITTING FA-
CILITIES.—Nothing in this seetion authorizes the Commis-
sion to. require an unregulated transmitting utility to

transfer control or operational control of its transmitting

F:\V9\041905\041905.425 (31690918)
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1 facilities to.an RTO or any other Commission-approved
2 independenf'transmission organization designated to pro-
3 wvide nondlscrlmlnatory transmlssmn access. |
4 “G) DEFINITION.—For purposes of this section, the
5 term ‘unregulated_ transmitting utility’ means an entity
6 that— |
7 "‘(1) owns or operates facilities used for the
8 tfans_rﬁission of electric ellefgy in interstate com-
9 merce; and |
10 ' “(2). is an entity deseribed in section 201(f).”
11 SEC. 1232. FEDERAL UTILITY PARTICIPATION IN REGIONAL
12 'TRANSMISSION ORGANIZATIONS.
13 (a) DEFINITIONS.—For purposes of this section—
14 (1) APPROPRIATE FEDERAL REGULATORY AU-
15 THORITY.—The . term “appropri.at'e Federal regu-
16 latory authority” means—
17 (A) with respect to a Federal power mar-
18 keting agency (as defined in the Federal Power
19 Act), the Secretary of Energy, except that the
20 Secretary may designate the Administrator of a
21 Federal fJower marketing agency to act as the -
22 appfopria_te Federal regulatory émthority with
23 respect to the transmission system of that Fed-
24 eral power marketing agency; and
.F:\V9\041905\0419‘05.425 (31690918)
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(B) with respect to the Tennessee Valley

Authority, the Board of Directors of the Ten-

nessee Valley Authority.

(2) FEDERAL_ UTILITY.r—The term “Federal
utility” means a ngeral power marketing agency or
the Tennessee Vailey Authority.

(3) TRANSMISSION SYSTEM.—The term “rans-

mission system’” means électric transmission facili-

ties owned, leased, or contracted for by the United

States and operated by a Federal utili.fy.
(b) TRANSFER.—The appropriate Federal regulatory.

authority is authorized to enter into a contract, agreement
or other arrangement transferring control and use of all
‘or part of the Federal utility’s transmission system to an
RTO or.ISO (as defined in tﬁe Federal Power Act), ap-
proved by the Federal Energy Regulatory Commission.

Such contract, agreement or afrangement shall include—

(1) performance standards for operation and
use of the- transmission system that the head of the
Federal utility determines necessary or appropriate,

including standards that assure recovery of all the

Federal utility’s costs and expenses related to the.

transmission facilities that are the subject of the
contract, agreement or other arrangement; consist-

ency with existing contracts and third-party financ-

(31690918)
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ing arrangements; and consistency with said Federal
utilityis statutory authorities, obligations, and limi-
tations; | _

(2) provisions for monitoring and oversight by --
the Federal utility of the RTO’s or ISO’s fulfillment .
of the terms and 'conc.litions of the contract, agrée- }
ment or other arrangement, mcludmg a prov1s1on for
the resolutlon of disputes through a,rbltratlon or
other means with the regional transmission orgam-
zation of with other participants, notwithstanding
the obligations and limitations of any other law re-
garding arbitration; and -

(3) a proviéion that allows the Federal utility to
withdraw from the RTO or - ISO and terminate the -

contract, agreement or other arrangement in accord-

ance with its terms.

Neither this section, actions taken pursuant to it, nor any
other transaction of a Federal utility using an RTO or -
ISO shall confer upon the Federal Energy Regulatory
Commission jurisdiction or authority'over the Federal util-
ity’s electric generétion assets, electric capacity or energy
that the Federal utility is authorized by law to market,‘

or the Federal utility’s power sales activities.

(¢) EXISTING STATUTORY AND OTHER OBLIGA-

TIONS.—

(31690918)
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(1) SYSTEM OPERATION REQUIREMENTS.—No
statutéry provision requiring or authorizing a Fed-
eral utility to transmit electric power or to constru_ct;
operate or maintain its transmission system shall be

construed to prohibit a transfer of eontrol and use

of its transmission system pursuant to, and subject -

to alln requirements of subsection (b). _
(2). OTHER OBLIGATIONS.—This subsection

shall not be construed to—

(A) suspend, or exempt any Federal utility

from, any provision of' existing Federal law, in-
cluding but not limited to any requirement or
direction relating to the use of the Federal util-
ity’s transmission system, environmental protec-
tion; fish and wildlife proteétion, flood control,
navigation, water delivery, or recreation; or
(B) authorize abrogation of any contract
or treaty obligation.
(3) REPEAL.—Section 311 of title III of Appen-
dix B of the Act of October 27, 2000 (P.L. 106-

371, section 1(a)(2); 114 Stat. 1441, 1441A-80; 16 -

U.S.C. 824n) is repealed.

(31690918)
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Subtitle C——Amendments to
PURPA

SEC. 1251. NET METERING AND ADDITIONAL STANDARDS.

(a) ADOPTION OF STANDARDS.—Section 111(d) of

the Public Utility Regulatory Policies Act of 1978 (16
U.8.C. 2621(d)) is amended by adding at the end the fol-

lowing:

“(11) NET METERING.—Bach electric utility
Shall make available upon request net metering serv-

ice to any electric consumer that the- electrie utility

serves. Ior purposes of this paragraph, the term

‘net metering’ service’ means service to an electric -

consumer under which electric energy generated by
that electric consumer from an eligible oh-site gener-
ating facility and delivered to the loc:al distribution
facilities may be used to offset electfic energy pro-
vided by the electric uﬁliﬁy to the electric consumer

during the applicable billing period.

“(12) FUEL SOURCES.—Each -electric utility

shall develop a plan to minimize dependence on 1
fuel source and to ensure that the electric energy it
sells to consumers is generated using a diverse range

of fuels and technologies, including renewable tech-

nologies.

(31690918)
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“(13) - FossiL FUEL GEN‘ERA.'PION EFFI-
CIENCY.—Rach electric utility shall develop and im-
plement a 10-year plan to increase the efflclency of
its fossil fuel generatlon.

(b) COMPLIANCE.—

(1) TIME LIMITATIONS.—Section 112(b) of the -

Public Utility Regulatory Policies Act of 1978 (16

U.S.C. 2622(b)) is amended by adding at the end

the following: B

“(3)(A) Not later than 2 years after the enactment
of this paragraph, each State regulatory authority (with
respect to each electrie utility for which it has ratemaking
authority) andl each nonregulated electric utility shall com-
mence the consideration referred to in section 111,_ or set,
a hearing date for such consideration, Witll respect to each
standard established by paragraphs (11) through (13) of
section 111(d).

“(B) Not later than 3 years after the date of .the en-
acﬁnlent of this paragraph, each State regulatory authority
(with respect to each lelectric utility for which it has rate-
making a.uthority),-and each nonregulated electric utility,
shall complete the consideration, and shall make the deter-
mination, referred to in section 111 with respect to each
standard established by paragraphé (11) through (13) of
section 111(d).” |

F:\V9\041905\041905.426 (31690918)
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1 (2) FAILURE- TO COMPLY.—Seéction 112(e) of
the Public Utility Regulatory Policies Act of 1978
(16 US.C. 2622()) is amended by adding at the
end the following: |

(11) through (13) of Section 111(d), the reference con- -

tained in this subsection to the date of enactment of this

2

3

4 |

5 “In the case of each standard established by paragraphs
) .

7

8 Act shall Bé deemed to be a refereﬁce to the date of enact-
9

ment of such paragraphs (11) through (13).”."

10 (3) PRIOR STATE ACTIONS.— '

11 ' _ (A) In GENERAL.——Seef,ion 112 of the
12 Public Utility Regulatory Policies Act of 1978
13 (16 U.S.C. 2622) is amended by adding at the
14 end the following:

15 “(d) PRIOR STATE ACTIONS.—Subsections (b) and

16 (c) of this section shall not apply to the standards estab-
17 lished by paragraphs (11) through (13) of section 111(d)

18 in the case of any electric utility in a State if, before the -

19 enactment of this subsection— :

20 “(1) the State has implemented for such utility

21 the standard éoncerned (or a comparable standard); -

22 “(2) the State regulatory authority for such

23 . State or relevant nonregulated electric utility has

24 conducted a proceeding to consider implementation
.F:\V9\04 1905\041905.425 (31690918)
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of the standard concerned (or a comparable stand-
ard) for such utility;‘-or
“(3) the State legislature has voted on the im-
plementation of such standard (or a comparable
standard) for such utility:”.

(B) CRbss REFERENCE.—Section 124 of
such Act (16 U.S.C. 2634) is amended by add-
ing the following at the end thereof: “In the
case of each standard established by paragraphs

(11) throug'h- (13) of section 11-1.(d), the ref- -

erence contained in this subsection to the date.

of enactment of this Act shall be deemed to be
a reference to the date of enactment of -such

paragraphs (11) through (13).”.

15 SEC. 1252. SMART METERING.

16

(a) IN GENERAL.—Section 111(d) of the Public Utili-

17 ties Regulator'y Policies Act of 1978 (16 U.S.C. 2621(d))

‘18 1is amended by adding at the end the following:

19
20
21
22
23
24
25

F:\V9\041905\041905.425
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“(14) TIME-BASED METERING - AND COMMU-

NICATIONS.—

“(A) Not later than 18 months after the -

date of enactment of this paragraph, each elec-

~ tric utility shall offer each of its customer class-

es, and provide individual customers upon cus-

tomer request, a time-based rate schedule under

(31690918)
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which the rate charged by the electric utility
varies during different time periods and reflects
the variance, if any, in the utility’s costs of gen-
erating and purchasing electricity at the whole-
sale level. The time-based rate schedule shall
enable the eiectric consumer. to manage energy
use and cost through advaﬁced meteriﬁg and
communications technology. |

“(B) The types of time-baséd rate sched-
ules tha;c majr be offered under thg sched'ule‘re-
ferred to in subparagraph (A) include, among
others—

“(i) time-of-use pricingu whereby elec-
tricity prices are set for a specific time lpe-
riod on an advance or forward basis, typi-
cally not changing more ofteén than twice a
year, based on the utility’s cost of gener-
-ating and/or purchasing such eleetricity at
the wholesale level for the .:benefit of the
consumer. Prices paid for eﬁergy consumed
during these periods shall be pre-estab-
lished and knoWh to consumers in advance
of such consumption, ailowing them to
vary their demand émd usage in response

to such prices and manage. their energy

(31690918)
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costs by shifting usage to a lower cost pe-
riod or reducing their consumption overall;

“(ii) critical peak pricing whereby

- time-of-use prices are in effect except for

certain peak days, when prices may reflect

the costs of generating and/or purchasing'

electricity at the wholesale level and when

. consumers may receive additional discounts

for reducing peak period energy consump'-

tion; and
“(iii) real-time pricing whereby elec-

tricity prices are set for a specific time pe-

riod on an advanced or forward basis, re-

- flecting the utility’s cost of generating and/

or purchasing electricity at the wholesale
level, and may change as often as hourly.

“(C) Bach electric utility subjeét to sub-

paragraph (A) shall provide each customer re-

questing a time-based rate with a time-based

meter capable of enabling the utility and cus-

tomer to offer and receive such rate, respec- -

tively.

“(D) For purposes of implementing this

paragraph, any reference contained in this sec-

tion to the date of enactment of the Public Util-

(31690018)
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ity Regulatory Policies Act of 1978 .shall be
deemed to be a' reference to the date of enact-

ment of this paragraph.
“(E) In a State that permits third-party

marketers to sell electric energy to retail elec- -

trie consumers, such consumers shall be entitled
to receive the same time-based metering and

communications device and service as a retail

electric consumer of the electric utility.

“(F) Notwithstanding subsections (b) and
(¢) of section 112, each State regulatory aﬁ-_
thority shall, not later than 18 months after the
date of enactment of this paragrqph conduct an
investigation in accordance with section . 115(i)
and issue a decision whether it is:appropriate to
implement the standards set .out-in subpara-

graphs (A) and '(C).”;

(b) STATE INVESTIGATION OF DEMAND. RESPONSE
AND TIME-BASED METERING.—Section 115 of the Public
Utilities Regulatory Policies Act of 1978 (1.6 U.8.C. 2625)

1s amended as follows:

(1) By inserting in subsection (b) after the

phrase “the standard for time-of-day rates estab-

lished by section 111(d)(3)” the foll'owing: “and the

(31690918) °
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standard for time-based metering and communica-

tions established by section 111(d)(14)”.

(2) By inserting in subsection (b) after the
phrase “are likely to exceed the metering’”’ the fol-
‘lowihg: “and communications”.

(3) By adding the at the end the following:

“() TIME-BASED METERING “AND | COMMUNICA-
TIONS.—In making a determination with respect to the -
standard established by section 111(d)(14),: the investiga-
tion reqﬁirement-of section 111(d)(14) (1) _Shall be as fol-
lows: Each State regulatory authority shall conduet an in-
\.zestigaﬁon and issue a decision-whether or not it is appro- .
priate for electric utilities to provide and install time-based
meters and communications deviees for each of their éus-—
tomers which enable such custdmers to partieipate In time-
based pficing rate schedules- and other demand response
programs.”.

(c) FEDERAL ASSISTANCE ON DEMAND RE-
SPONSE.—Section 132(a) of the Public,Uti:lity Regulatory
Policies Act of 1978 (16 U.S.C. 2642(@)).is amended by -
striking “and” at the énd of paragraph (3), striking the
period at the end of paragraph (4) and inserting *; and”,
and by adding the following at the end thereof:

“(5) technologies, techniques, and rate-making

methods related to advanced metering and commu-

F:\V9\041905\041905.425 (31690918)
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10 communications technologies, including the funding
11 of demonstration or pilot projects;

12 “(2) working with States, utilities, other energy -
13 providers_ and advanced metering and communica-
14 tions experts to identify and address barriers to the
15 adoption of demand responsé programs; and

16 “(3) not later than 180 days after the date of
17 enactment of the Energy Policy Act of 2005, pro-
18 viding Congress with a report that identifies and
19 quantifies the national benefits of demand response
20 and makes a recommendation on achieving specific
21 levels of such benefits by January 1, 2007.”.

22 (e) DEMAND RESPONSE AND REGIONAL COORDINA-
23 TION.—

24 (1) IN GENERAL.—It is the policy of the United
25 States to encourage States to coordinate, on a re-

F:V0\041905\041905.425
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nications: and- the use of these technologies, tech-
niques and methods in demand response prdgrams.”.

(d) FEDERAL GUIDANCE.—Section 132 of the Public

Utility Regulatory Policies Aect of 1978 (16 U.S.C. 2642)
1s amended by adding the following at the end thereof:

“(d) DEMAND RESPONSE.—The Secretary shall be

responsible for—

“(1) educating consumers on the availability,

advantages, and benefits of advanced metering and

(31690018) -




F:\M9\PELOSI\PELOSI_003.XML ' ' |  HLGC.

[y

© 0 X o L AW N

. T T e T e e
QSS‘Bgza\xmmpwwHo

F:\V8\041905\041905.425
April 19, 2005 (6:18 PM)

53
gional basis, State energy policies to provide' reliable
and affordable demahd response services to the pub-
lic.

(2) TECHNICAL ASSISTANCE.—The Secretary of

Emergy shall provide technical assistance to States

and regional organizations formed by 2 or more

States i;o assist them jn—

(A) identifying the areas with the greatest

demand response potential;

(B) identifying and. résolviﬁg problems in’

transmission and distribution networks; includ-

ing through the use of demand response;

(C) developing plans and programs to use -

. demand response to respond to peak demand or
emergency needs; and

(D) identifying specific. measures con-

sumers can take .to participate in these demand

response programs.

(3) REPORT.—Not later than 1 year after the
date of enactment of’ the Energy Poliéy Act of 2005,
the Commission shall prepare and publish an annual
report, by appropriate region, that assesses demand
response resources, including those available from all

consumer classes, and which identifies and reviews—

(31690918)
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(A) saturation and penetration rate of ad-
v.anced meters and communications tech-
nologies, devices and systems;

(B) existing demand response programs

and time-based rate programs;

(C) the annual resource contribution of de-

mand resources;

(D) the potential for demand response as

a quantifiable, reliable resource for regional

planning pufposes; and |

(E) steps taken to ensure that, in regional
transmission planning and operations, demand
resources are provided equitable treatment as a
quantifiable, reliable resource relative to thel re-

source obligations of any load-éerving entity,

transmission provider, or transmitting party.

() FEDERAL ENCOURAGEMENT OF DEMAND RE-
SPONSE DEﬁGES.—It 1s. the policy of' the United States
that time-based pricing and‘ other forms of demand re-
sponse, whereby electricity customers are provided with
electricity price signalé and the ability to benefit by re-
spoﬁding to them, shall be encoufaged, and the deploy-
ment of such technology and devices that enable electricity
customers to participate in such pricing_and demand re-

sponse systems shall be facilitated. It is further the policy

(31690018)




F:\MO\PELOSI\PELOSI_003. XML H.L.C.

O o0 1 N B W e

R 8 3% x 3 a0 " ® 0 = o

F:\V9\041905\041905.425
April 19, 2005 (6:18 PM)

55

of the United States-that the benefits of such demand re-
sponse that accrue to those not deploying such technology
and deviees, but who. are part of the same regional elec-

tricity entity, shall be recognized.

(g) TIME LaMITATIONS.—Section 112(b) of the Pub-

lic Utility Regulatory Policies Act of 1978 (16 USC.. .
2622(b)) is amended by adding at the end the fol_lowi‘ng:

“(4)(A) Not later than 1 year after the enact-
ment of this paragraph, each State regulatory éu-
thority Gvith respect to each electrie utility for which
it has ratemaking authority) and each nonregulated
electric utility shall commence the consideration re-

ferred to in section 111, or set a hearing date for

such consideration, with respect to the standard. es-

tablished by paragraph (14) of section 111(d).

“(B) Not ]atef than 2 years after the date of |
the enactment of this paragraph, each State regu-
latory authority (with respect to each electric utility -
for which it has ratemaking authority), and each
nonregulated electric utility, shall complete the con-
sideration, aﬁd shall make the determination, re- -
ferred to in section 111 with respect to the standard

established by paragraph (14) of seetion 111(d).”.

(31690918)
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(h) FAILURE T0 CoMPLY.—Section 112(e) of the
Public Utility Regulatory Policies Act of 1978 (16 U.S.C.
2622(c)) is amended by adding at the end'the following:
“In the case of the standard established by paragraph (14)
of section 11.1(d)_,_ the reference contained in this sub-
section. to the date éf enactment of this Act shall be
deemed to be a reference to the date of' enactment bf such
paragraph (14).”. | .
(i) PRIOR STATE. ACTIONS REGARDING SMART ME-
TERING .STANDARDS.——. | . |
(1) IN GENERAL.—Section 112 of the Public
‘Utility Regulatory Policies Act of 1978 (16 U.S.C.
2622) is amended by adding at th(? -end the fol-
lowing: | ' '
“(e) PRIOR STATE ACTIONS.—Subsections (b) and
(e) of this section shall not apply to the standard estab-
lished by parag'ra.ph (14) of section 111(d) in the case of
any electric uﬁlity in a State if, before the enactment of
this subsection— |
“(1) the State has implemented for such utility
the standard (éoneerned (or a comparable standard);
“(2) the State regulatory authority for such
State or relevant nonregulated e]éctric utility has -

conducted a proceeding to consider implementation

F:\V9\041905\041905.425 (31690918)
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of the standard concerned (or a comparable stand-
ard) for such utility.within the previous 3 'years; or
“(3) the State legislature has voted on the im-
plémenta,tion of such standard (or a comparable
standard) for such utility within the previous 3
~ years.”. |
(2') CROSS REFERENCE.—Section 124 of such
Act (16 U.S.C. 2634) is amended by adding the fol-
lowing at the end thereof: “In the case of the stand-
ard established by paragraph (14) of seetion 111(d),
the reference contained in this subsecti_on' to the date
of enactment of this Act shall be deemed to be a ref-
erence to the date of enactment of such paragraph
(14).”. : _ :
Subtitle D—Market Transparency,
Enforcement, and Consumer
Protection o
SEC. 1282. MKET MANIPULATION.
Partl IT of the Federal Power Act_(lé U.S.C. 824 et
seq.) is amended by adding at the end the fbllow_ing:
“SEC. 221. PROHIBITION‘ ON FILING FALSE INFORMATION.
“No person or other entity (including an entity de-
seribed in section 201(f)) shall willfully and knowingly re-
port any information relating to the price of electricity

sold at wholesale or availability of transmission capacity,

F:\V9\041905\041905.425 (316909)8)
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which infqrmation the person or any other entity knew to
bé false at the time of the reporting, to a Federal agency
with intent to fraudulently. affect the data being compiled
by such Federal agency.

“SEC. 222. PROHIBITION ON ROUND TRIP TRADING.

“(a) PROHIBITION.—No person or other entity (in--

cluding an entity described in section 201(f)) shall willfully
and knowiﬁgly enter into any coni;ract or other arrange-
ment to execute a ‘round trip trade’ for the purchase:oi'
sale of electrié energy at wholesale. - _

“(b) DEFINITION.—For the purposes of this section,
the term ‘round trip trade’ means a transaction, or com-
bination of transactions, in which a person.or any other
entity—

“(1) enters into a contract or other arrange-
ment to purchase from, or sell to, any other person
or other entity electric energy at wholesale;

“(2) simultaneously with entering into the con-
tract or arrangement described in paragraph (1), ar-

ranges a financially offsetting trade with such other

person or entity for the same such electric energy, -

at the same location, price, quantity and terms so

that, collectively, the purchase and sale transactions

in themselves result in no financial gain or loss; and
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‘“(3) enters into the contract or arrangement
with a specific intent to fraudu]ently affect reported
revenues, trading voiumes‘, or prices.”. ‘ |

SEC. 1283. FRAUDULENT.OR MANIPULATIVE PRACTICES.

(a) UNLAWFUL. ACcTs.—It shall be unlawful for any

entity, directly or indifegtly, by the use of any means' or-

instrumehtality of interstate commerce or of the ‘mails_ to
use dr erﬁploy,' in the transmissidn of electric energy in
interstate commerce, the sale of electric energy at Wh(;lé.;
sale in i'n.tersfate commerce, the transportation of natural

gas in interstate commerce, or the sale-in interstate com-

merce of natural gas for resale for ultimate -public con-

sumption for domestic, commercial, industrial, or any

other use, any fraudulent, manipulative, or deceptive de-

vice or contrivance in contravention of such rules and reg-

ulations as the Federal Energy Regulatory Commission
may preseribe as necessa_ry' or appropriate in the public
interest. 7

| (b) APPLICATION OF FEDERAL POWER ACT TO THIS

Act.—The provisions of section 307 through 309 and 313

through 317 of the Federal Power Act shall apply to viola- -

tions of the Electric- Reliability Act of 2005 in the same
manner and to the same extent as such provisions apply

to entities subject to Part II of the Federal Power Act.
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SEC. 1284. RULEMAKING ON EXEMPTIONS, WAIVERS, ETC

UNDER FEDERAL POWER ACT.

Part III of the Federal Power Act is amended by in-
serting the following new section after section 319 and by
redesignating sections 320 and 321 as sections 321 an_d
322, respectively: o
“SEC. 320. CRITERIA_FOR CERTAIN EXEMPTIONS, WAIVERS,

ETC.

““(a) RULE REQUIRED FOR CERTAIN WAIVERS,- Ex-

EMPTIONS, Brc.—Not later than 6 months after the en-

actment of this Act, the Commission shall promulgate a.

i'_ule establishing specific eriteria for providing an exemp-
tion, waiver, or other reduced or abbreviated form of com-
pliance with the requirements of sections 204, 301, 304,
and 305 (including any prospective blankét order). Such
criteria shall be sufficient to insure that any such action
taken by the Commission will be consistent with the pur-
poses of such requirements and will otherwise protect the
public interest.

“(b) MORATORIUM ON CERTAIN WAIVERS, EXEMP-
TIONS, ETC.—After the date of enactment of this section,
the Commission may not issue, adopt, order, approve, or
promulgate any exemption, waiver, or other redueéd or ab-
breviated form of compliance with the requirements of see-

tion 204, 301, 304, or 305 (including any prospective
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blanket order) until after the rule promulgated under sub-
section (a) has taken effect. |

“(e) PREVIOUS . FERC ACTION.—The Coﬁamissio-n
shall undertake a review, by rule or.order, of each exemp-

tion, waiver, or other reduced or abbreviated form of com-

pliance deseribed in subsection (a) that was taken befbre '

the date of enactment of this section. No such aétipn,may
contiliue in forece and effect after the date 18 months after

the date of enactment of this section unless the Commis;

sion finds that such action complies with the rule under

sﬁbsection (a). _

© “(d) BxEMPTION UNDER 204(F) NOT APPLICA-

BLE.—For pqrposes- of this section, in applying section
204, the provisions of section 204(f) shall not apply..”.

SEC. 1285. REPORTING REQUIREMENTS IN ELECTRIC

POWER SALES AND TRANSMISSION.
(a) AUDIT TRAILS—Section 304 of the Federal
Power Act is amended by adding the following néw sub-

section at the end thereof:

“(e)(1) The Commission shall, by rule or order, re-

quire each person or othier entity engaged in the trans-

mission of electric energy in interstate commerce or the
sale of electric energy at wholesale in interstate commeree,
and each broker, dealer, and power marketer involved in

any such transmission or sale, to maintain, and periodi-

F:\V9\041905\041905.425 (31690918)
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cally submit to the Commission, such records, in electronic
form, of e-ééh transaction relating to such trénsﬁission or
sale as may be necessary to determine whether any person
has employed any fraudulent, manipulative, or deceptive
device or contrivance in contravention of rules promul-
gated by the Commissio'n,._ , |
"‘(2) Section 201(f) shall not limit the applica-
tion of this subsection.”. | ’ |

(b) NATURAL GaAS.—Section 8 of the Natural Gaé
Act is a;mended by adding the following new subsection
at the end,th_ereof:.

“(d) The Commission shall, by rule or order, require
each person or other éntity_ engaged in the transportation
of natural gas in interstate commerce, or the sale in inter-
state commérce of natural gas for resale for ultimate pub-
lic consumption for domestic, commercial, industrial, or
any other use, and each broker, dealer, and power mar-
keter involved in any such transportation or sale, to main-
taiﬁ, and periodically submit to the Commission, such

records, in electronice form, of each transaction relating to

such transmission or sale as may be necessary to deter- -

mine whether any person has employed any fraudulent,
manipulative, or deceptive deviece or contrivance in con-

travention of rules promulgated by the Commission.”.
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(a) DEFINITION.—As used in this section the term

“electric power or natural gas information processor’’

means any person engaged in the business of—

(1) collecting, processing, or preparing for dis-

tribution or publication, or assisting, partiéipating.

in, or coordinating the distribution or publication - of,

- information with respect to transactions in or

quotations involving the purchase or sale of electric

power, natural gas, the transmission of electric en-.

ergy, or the transportation of natural gas, or
(2). distributing or publishing (whether by

means of a ticker tape, a communications network)

a terminal display device, or otherwise) on a current

and continuing basis, information with respect to

such transactions or quotations.

'The term does not iﬁc]ude any bona fide newspaper, news
magazine, or business or financial publication of general
and regulaf 'eirculation, any self-regulatory organization,
any bank, broker, dealer, building and loan, savings and
loan, or homestead association, or cooperative bank, if .
such bank, broker, dealer, association, or cooperative bank
would be deemed to be an electric power or natural gas
information processor solely by reason of funetions per-

formed by such institutions as part of customary banking,

26 brokerage, dealing, association, or cooperative bank activi-
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ties, or any common carrier; as defined in section 3 of
the Communications Act of 1934, subject to the jurisdie-
tion of the Federal Communications Commission or a
State commission, as defined in section 3 of that Act, un-
less 1£he Commission determines that such carrier is en-
gaged in the busiﬁesé of collecting, processing, or pre-
paring for distribution or publication, information With re-
speét to transactions in or quotations involving the pur-
chase or sale of electric power, natural gés, the trans-
mission of electric energy, or the transportaﬁon of natﬁral
gas. |

(b') PROHIBITION.—No electric power or natural gas
mformation processor may make use of th(_a mails or any
means or instrumentality of interstate commerce— |

(1) to collect, process, distribufe, publish, or

prepare for distribution or publication any informa-

tion with.respect to- quotations for, or transactions

involving- the purchase or sale of electriec powér, nat--

ural gas, the transmission of elec‘pric.: energy, or the

transportation of natural gas, or

(2) to assist, participate in, o coordinate the
distribution or publication of such information in
contravention of such rules and regulations as the

Federal Energy Regulatory Commi_ssion shall pre:
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seribe as necessary or appropriate in the publie in-

terest to

(A) prevenf the use, distribution, or publi-
cation of fraudulent, deceptive, or manipulative

information with respect to quotations for and

transactions inv_olving the purchase or sale of -

electric power, natural gas, the transmission of
eiectric energy, or the trénspoftation of natural
gas; |

| (B) assure the prompt, accurate, reliable,

and fair collection, processing, distribution, and

publication of information with respect to-

-quotations for and transactions involving the

purchase or sale of electric power, natural gas,
the  transmission of electric energy, or the
transporﬁation of natural gas, and the fairness
and usefulness of the form and content of such
information;

(C) assure that all such information--pfoc—

essors may, for purposes of distribution and

publication, obtain on fair and reasonable terms -

such information with respect to quotations for
and transactions involving the purchase or sale
of electric power, natural gas, the transmission

of electric energy, or the transportation of nat-

" (31690918)
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ural gas as is collected, processed, or prepared
for distribution or publication by any exclusive
processor of such information acting in such ca-
pacity;

(D) assure that, subject to such limitations

as the Commission, by rule, may impose as nec-.

essary or appropriate for the maintenance of

fair 'and orderly markets, all persons may ob-

tain on terms which are not unreasonably dis-

criminatory such information with respect to

quotations for and transactions involving the

‘purchase or sale of electric power, natural gas,

the transmission of electric energy, or the
transportation of natural gas as is published or
distributed by any eiectric power:or natural gas
information processor;

.(E) assure tha.tt' all electricity and natural
gas -electronic commmunication networks' transmit

and direct orders for the purchése and sale of

electricity or natural gas in a manner consistent

with the establishment and operation of an effi-
cient, fair, and orderly market system for elee-
tricity and natural gas; and |

() éssﬁre equal regulation of all markets

involving the purchase or sale of electric power,

(31690918)
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natural gas, the transmission of electric energy,
or the transportation of natural gas and all per-

sons effecting 'transa.ctions involving the pur-

chase or sale of electric power, natural gas, the -

transmission of electric energy, or the transpor-

tation of natura) gas. o
(¢) RELATED CommoDITIES —For purposes of this
section, the -phrase ‘“‘purchase (‘)r.sale of électrie power,

natural gas, the transmission of electric energy, or the

transportation of natural gas” includes the purchase or .

sale of any commodity (as defined in the Commodities BEx-
change Act) relating to any such purchase or sale if such
commodity is excluded from regulation under the Com-

modities Exchange Act pursuant to section 2 of that Aect.

(d) PROHIBITION.—No person who owns, c¢ontrols, or.

1s under the control or ownership of a public utility, a nat-

ural gas company, or a public utility holding company may

own, control, or operate any electronic computer network

or-other mulitateral trading facility utilized to trade elee-
tricity or natural gas.
SEC. 1287. PENALTIES.

(a) CRIMINAL PENALTIES.—Section 316 of the Fed-

eral Power Act (16 U.S.C. 8250(c)) is amended as follows:

(1) By striking “$5,000” in subsection (a) and

inserting  ““$5,000,000 for an individual and
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$25,000,000 for any other defendant” and by strik-
ing out “two years” and inserting “five yeafs” :

(2) By striking “$500” in subsection (b) and

inserting ““$1,000,000”.

(3) By striking subsection ().

(b) CIVIL PENALTIES.—Section 316A of the Federal -

Power Act (16 U.S.C. 8250091) is amended as follows:

(1) By striking “section 211, 212, 913, or 214"
each place it appears and inserting “Part II". a
- (2) .By striking “$10,000 for each day that
such violation continues” and inserting ‘“‘the greater
of $1,000,000 or three times the profit made or gain
or loss avoided by reason of such violation” .

(3) By adding the following at the end thereof:

~ “(e) AUTHORITY OF A COURT TO PROHIBIT PERSONS

16 FrOM CERTAIN ACTIVITIES.—In any proceeding under

17 this section, the court may'censure, place limitations on

18 the activities, functions, or operations of, suspend or re- -

19 voke the ability of any entity (without regard to seetion

20 201(f)) to participate in the transmission of electric en-

21 ergy in interstate commerce or the sale of electric energy -

22 at wholesale in interstate commerce if it finds that such

23 censure, placing of limitations, suspension, or revocation

24 is in the public interest and that one or more of the fol-

25 lowing applies to such entity:
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“(1) Such entity has willfully made or caused to
be made in any application or report required to be
filed with the Commission or with any other appro-
priate regulatory agency, or in any proceeding before
the Commission, any statement which was at the
time and in t'he- light of the circumstances under
which it was made false or misleading with respect
to any material fact, or has omitted to state in any

such application or report any material fact which is

required to be stated therein.

“(2) Such entity has been convicted of any fel-

ony or misdemeanor or of a substantially equivalent.

erime by a foreign court of competent jurisdiction
which the court finds—

“(A) involves the purchase or sale of élec—_
tricity, the taking of a false oath, the making
of a false report, bribér'y, pe;jury, burglary, any
subsfantially equivalent activity however de-
nominated by the laws of the r;-zlevant foreign

government, or conspiracy to commit any such

offense;

“(B) arises out of the conduet of the busi-- - -

. ness of transmitting electrie energy in interstate
commerce or selling or purchasing electric en-

ergy at wholesale in interstate commeree;

(31690918)
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“(C) 1involves the larceny, theft, robbery,
extortion, forgér'y, counterfeiting, fraudulent
concealment, embezzlement, fraudulent cohver-
sion, or misappropriation of funds, or securities,
or substantially equivalent activity however de-
nominated by the laws of the relevant foreign

government; or

YD) involves the violation of section 1562, -

1341, 1342, or 1343 or chapter 25 or 47 of

| title 18, United States Code, or,‘.a violation of

a substantially equivalent foreign statute.

“(8) Such entity is permanently or temporarily
enjoined by order, judgment, or decre__e of any court
of competent jurisdiction from acting as an invest-
ment adviser, underwritef, broker, deéler, municipal
securities dealer, government securitiés broker, gov-
ernment Ssecurities dea.lef‘, transfer agent, foreign
person ﬁerforming a function substantially equiva-
lent to any of the above, or entity or 'I;erson required
to be registered under the Commodity Exchange Act
or any substantially equivalent foreign statute or
regulation, or as an affiliated person or employee of
any investment company, bank, insurance company,
foreign entity substantially equivalent to any of the

above, or entity or person required to. be registered

(31690918)
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under the Commodity Exchange Act or any substan-
tially 'equivalent foreign statute or regulation, or
from engaging in or.continuing any conduet or prac-
tice In connection with any such activity, or in con-

nection with the purchase or sale of any security.

“(4) Such entii_:y has willfully violated any pfo- '

vision of this Act.

“(5) Such entity has “}infun'y aided, abetted,
counseled, commanded, induced, or procured the vio;
lation b3; any other person of any provision of this
Act, or has failed reasonably to supervise, with a
view to preventing violations of the provisions of this
Act, another pérson who commits such a violation,
if such other person is subject to his supervision.
For the purposes of this parag*réph no .person shall
be deemed to have failed reasonably to supervise any

other person, if—

“(A) there have been established proce-

dures, and a system for applying such proce-

dures, which would reasonably be expected to

prevent and detect, insofar as practicable, any -

such violation by such other person, and
“(B) such person has reasonably dis-
charged the duties and obligations incumbent

upon him by reason of such procedures and sys-

(31690518)
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tem without reasonable cause to believe that -
such procedurés and system were- not being
complied with. |

“(6) Such entity has been found by a foreign fi-

nancial or energy regulatory authoi'ity to have—

“(A)' made or caused to be made in any
application or report required to be filed with a

foreign regulatory authority, or. in any pro-

ceeding before a foreign financial or energy reg-

ulatory authority, any statement that was at
the time and in the light of the circumstances
under .which it was made false or misleading

with respect to any material fact, or has omit-

. ted to state in any application or report to the

foreign regulatory authority an); material fact

that is required to be stated theréin;

-“(B') violated any foreign statute or regula-
tionl regarding the transmission or sale of elec-
tricity or natural gés; |

“(C) aidéd, abetted, coﬁnseled, com-
manded, induced, or procured the violation by

any person - of any provision of any statutory

- provisions enacted by a foreign government, or

rules or regulations thereunder, empowering a

foreign regulatory authority regarding trans-

(31690018)
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actions in electricity or natural gas, or con-

. tracts of sale of electricity or natural gas, trad-

ed on or subject to the rules of a contract mar-

ket or any board of.trade, or has been found,

by a foreign regulatory authority, to have failed
reasonably to -subervise, with a view to preventing
violations of such statutory provisions, ruleé, and

regulations, another person who commits such a vio-

lation, if such other person is subject to his super-

vision.

“(7) Such entity is subject to.any final order of

a State commission (or any agency or officer per-
forming like functions), State authori_ty that super-
vises or examines- banks, savings associations, or
credit unions, State insﬁrance commission (or any
agéncy or office performing like functions), an ap-
propriate 'Fed‘eral banking' agency (as defined in sec-
tion 3 olf the Federal Deposit Insurance Act (12
U.S.C. 1813(q))), or the National Credit Union Ad-
ministration, that— |
“(A) ba.fs such person from association
with an entity regulated by sueh commission,
authority, agency, or officer, or from engaging

in the business of securities, insurance, bank-

(31690918)
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ing, savings association activities, or credit
union activities; or |
“(B) consﬁtutes a final order based on yio-
lations of any laws or regulations that prohibit

fraudulent,. manipulative, or deceptive conduct.”

(4) Such entity is subject to statutory disquéli-'

. fieation within the meaning of section 3(a)(39)' of

the Securities Exchange Act of 1934.7;

(¢) NATURAL GAS ACT PENALTIES.—Section 21. of
the Natural Gas Act is amended by adding the following
new subsection at the end thereof:

“(¢) AUTHORITY OF A COURT TO PROHIBIT- PERSONS
F'rRoM CERTAIN ACTIVITIES.—In any proceeding under
this section, the court may censure, place limitations on
the activities, functions, or operations of, suspend or re-
voke the ability of any entity (without regard to section

201(f)) to participate in the transportation of natural gas

in interstate commerce, or the sale in interstate commerce -

of natural gas for resale for ultimate public consumption

for domestic, commercial, industrial, or any other use if

it finds that such censure, placing of limitations, suspen- -

sion, or revocation is in the public interesﬁ and that one
or more of the following applies.to such entity:
““(1) Such entity has willfully made or caused to

be made in any application or report required to be
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filed with the Commission or with any other appro-

priate regulatory agehcy, or in any proceeding before

the Commission, any statement which was at the ..

time dnd in the light of the circumstances under

which it was fnade false or misleading with respect

~ to any material fact, or has omitted to state in any

~ such application or report any material fact which is

required to be stated therein.
“(2) Such entity has been convicﬁed of any fel-

ony or misdemeanor or of a subStantihlly equivalent

crime by a foreign court of competent jurisdiction

which the court finds—

“(A) involves the purchase or sale of nat-
ural gas, the taking of a false oath, the making
. of a false report, bribery, 'perjur'y; burglary, any
substantially equivalent ‘activity however de-
nomiﬁatgd by the laws of the relevant foreign
govérnment, or conspiracy to commit any such

offense; |
“(B) arises out of the conduct of the busi-
ness of tra.némitting natural gas in interstate
commerce, or the selling in interstate commeree
- of natural gas for resale for ultimate publie
consumptibn for domestie, commereial, indus-

trial, or any other use;

(31690918)
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76 , , |
“(C) involves the larceny, theft, robbery,
extortion, forgéry, counterfeiting, - fraudulent
concealment, embezzlement, fraudulent conver-
sion, or misappropriation of funds, or securities,
or substantially equivalent activity however de-
nominated Hy the laws of the relevant foreign

government; or

‘(D) involves the violation of section 1562, -

1341, 1342, or 1343 or chapter: 25 or 47 of
| title 18, United States Code, or_-.a violation of

a substantially equivalent foreign statute.
“(3) Such entity is permanently or temporarily
enjoined by order, judgment, or decree of any court

of competent jurisdiction from acting as an invest-

ment adviser, underwriter, broker, dealer, municipal -

securities dealer, government securities broker, gov-
ernment éecurities dealer, transfer agent, foreign
person ﬁerforming a funection sﬁbstahtially equiva-
lent to any of the above, or entity or f)erson required
to be registered under the Commodity Exchange Act
or any substantiélly equivalent foreign statute or
regulation, or as an affiliated person or employee of
any investment company, bank,. insﬁrance company,
foreign entity substantially equivalent to any of the

above, or entity or person required to. be registered

(31690018)
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under the Commodity Exchange Act or any substan-

tially ‘équivalent foreign statute or régulation, or

from engaging in or continuing any conduct or prac-
tice in connection with any such activity, or in con-

nection with the purchase or sale of any security.

“(4) Such enﬁty has willfully violated any p.ro- '

visioh of this Act. o

“(5) Such entity has willfully aided, abetted,
counseled, commanded, induced, or procured the v.io"-
lation by any other person of any provision of this
Act, or has failed reasonably to supervise, with a
view to preventing violations of the provisions of this
Act, another person who commits such a violation,
if such other person is subject to his supervisioﬁ.
For the purposes of this paragraph no person shall
be deemed to have failed reasonably to sapervise any
other person, if—

“(A) there have been established proce-

dures, and a system for applying such proce- |

dures, which would reasonably be expected to

prevent and detect, insofar as practicable, any -

such violation by such other person, and
“(B) such person has reasonably dis-
charged the duties and obligations incumbent

upon him by reason of such procedures and sys-

(31690918)
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tem without reasonable cause to believe that
such procedures and system were- not being

complied with.

“(6) Such entity has-been found by a foreign fi-

nancial or energy regulatory authority to have—

“(A) ‘made or caused to be made in any

application or report required to be filed with a

-foreign regulatory authority, or. in ahy pro- -

ceeding before a foreign financial or energy reg- -

ulatory authority, any statemenf: that was at
the time and in the light of the eircumstances
under which it was made false or misleading
with respect to any materiral faci_;, or has omit-
ted to state in any application or report to -the
foreign regulatory authority an); material fact
that is required to be stated therein; |

"‘(B) violated any foreign statute or regula-
tionl regarding the transmission or sale of elec-
tricity or natural gds; |

“(C) aided, abetted, co'unseled,l eom-
manded, induced, or procured the violation by
any person of any provision of any statutory .
provisions enacted by a foreign governinent, or
rules or regulations thereunder, empoweriing a

foreign regulatory authority regarding trans-

(31690918)
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actions in electricity or natural gas, or con-
tracts of sale of electricity or natural gas, trad-
ed on or subject to the rules of a econtract mar-
ket .or any board of trade, or has been found,
by a foreign regulatory authority, to have failed

. .reasonably. :tb supervise, with a view to pre-
vehting violations of such statutory proﬁsiohs,
rules, and regulations, another peréon who com- -

| mits such a violation, if such ot’her person is

| subject to his supervision. |

“(7) Such entity is subject to.any final order of

- ..a State commission (or any ageney or officer per-

forming like functions), State authority that super-
vises or examines banks, savings a‘ss‘oeiations,. or
ecredit unions, State insu.ra,nce commission (or any
agency or office performing like functions), an ap-
propriate Federal banking agency (as define_d in see-
tion 3 of the Federal Deposit Insurance Act (12
U.8.C. 1813(q)), or the National Credit Union Ad-
ministration, that— -
“(A) bafs such person from association
with an entity regulated by such commission,
- authority, agency, or officer, or from engaging

in the business of securities, insurance, bank-

(31690918)
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ing, savings - association activities, or -credit
union activities; or
“(B) consﬁtutes a final order based on v_io-
lations of any' laws or regulations that prohibit
fraudulent, manipulative, or deceptive conduet,
“(8) Such ehtjty 1s subject to statutory dis- -
qualification within the meaning of section 3(a)(39)
of the Securities Exchange Act of 1934.”.
SEC. 1288. REVIEW OF PUHCA EXEMPTIONS.
Not latef than 12 months after the enactment of this
Act the Securities and Exchange Commission shall review
each exemption granted to any person under section 3(a)
of the Public ‘Utility Holding Company Act of 1935 and
shall review the action of persons operating pursuant to-
a claim of exempt status under section 3 to determine if
such exemptions and claims are consistent with the re-
quirements of such section 3(a) and whether or not such
exemptions or claims of exemption should continue in
fofce and effect.
SEC. 1289. REVIEW OF ACCOUNTING FOR CONTRACTS IN-
VOLVED IN ENERGY TRADING.
Not later than 12 months after the enactment of this
Act, the Comptroller General of the United States shall
submit to the Congress a report of the results of its review

of accounting for contracts in energy trading and risk

F:\V9\041905\041905.425 (31690918)
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management aetivi-ties.-.'The review and report shall in-
clude, among other issues, the use of mark-to~mdrkefc ac-
counting and when gains' and losses should be reéognized,
with a view toward impi'oving the transparency of éne’rgy :
trading activities for the benefit of investors; consumers,
and the integrity of theSe_ mérkets. |
SEC. 1290. PROTECTION OF FERC REGULATED'SIlJB_SIDI-

. " ARIES. | | |

Section 205 of the Federal Power Act is amended :by
adding after-‘subsection (f) the following new subsection:

“(g) RULES AND PROCEDURES TO PROTECT CON—
SUMERS OF PUBLIC UTILITIES.—Not later than 9 months
after the datQ of enactment of this Act, the Commission
shall adopt rules and procedures for the protection of elec-
tric consumers from self-dealing, intefafﬁ]iate abuse, and
other harmful actions taken by persons owning or control-
ling publie utilities. Such rules shall ensure that no asset
of a public utility company shall be used as collateral for
indebtedness incurred by the holding company of, and any
affiliate of, such public utility company, and no 'publi_c util-
1ty shall acquire orhown any seeurities of the holding com-
pany or other affiliates of the holding compdny unless the

Commission has determined that such acequisition or own-

ership is econsistent with the public interest and the protec- -

tion of consumers of such public utility.”.

F:\V9\041905\041905.425 (31690918)
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1 SEC. 1291. REFUNDS UNDER THE FEDERAL POWER ACT.

2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19

Section 206(b) of the Federal Power Act is amended

as follows:

- (1) By amending the first sentence to read as
follows: “In any proceeding under this section, the
refund effective date shall be the date of the filing
of a complaint or the date of the Commission motion
initiating the proceeding, except that .i'n the case of
a complamt with regard to market-based rates, the
Commission may establish an earlier refund effective
date.”. _ _ | _

(2) By striking the seeond and third: sentences.

(3) By striking out “the refund effective date or
by” and “, whichever is earlier,” in the fifth sen-
tence. |

(4) lIll the seventh sentence by striking
“through a date fifteen' months after such refund ef-
fective date” and insert “and prior to the conclusion

of the proceeding” and by striking the proviso.

20 SEC. 1292. ACCOUNTS AND REPORTS.

21

Section 318 of the Federal Power Act 1s amended by

22 adding the following at the end thereof: “This section shall

23 not apply to sections 301 and 304 of this Act.”,

24 SEC. 1293. MARKET-BASED RATES.

25

Section 205 of the Federal Powe-r Act is amended by

26 adding the following new subsection at the end thereof:

F:\Va\041905\041905.425
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‘10 If the Commission finds that: _
11 “(1_) a rate charged by a public utility author-
12 ized to sell electric energy at market-based rates is
13 unjust, unreasonable, unduly diseriminatory or pref-
14 erential, |
15 “(2)' the public utility has intentionally engaged
16 i an activity that violates any other rule, tariff, or
17 order of the Commission, or
18 | “(3) any violation of the Electric Reliability Act
19 | of 2005,
20 the Commission shall issue an order immediately modi-
21 fying or revoking fhe authofity of that public utility to -
22 sell electric energy at market-based rates.”.
23 SEC. 1294. ENFORCEMENT.
24 (a) COMPLAINTS.—Section 306 of the Federal Power
25 Act (16 U.S.C. 825¢) is amencied as follows:

I‘::\V_9\04 1905\041 965.425 (31690918)
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“(g) For each-public utility granted the authority by

the Commission to sell electric energy at market-based

rates, the Commission shall review the activities and char-
acteristies of such utility not less frequently than annually

to determine whether such rates are Just and reasonable.

Bach such utility shall notify the Commission prompﬂy '

of any ché,nge in the activities and gharacte_risti(:s_ relied
upon '-_by the- Commission in granting such public utility

the authority to sell electric energy at market-based ratés;

April 19, 2005 (6:18 PM)
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1 (1) By inserting “electric utility,” after “Any
2 persoh,”. . |
3 (2) By insertiﬁg “, transmitting utility,” after
4 “licensee” each place it appears. .
5 (b) REVIEW OF COMMISSION ORDERS.—Section
6 313(a) of the Federal Bower Act (16 U.S.C. 8251) is
7 amended by inserting “electric utility,” after “person,” in
8 the fii;'st 2.' places it appears and By striking “any person
9 unless such person” and inserting “‘any entity unless sﬁch
10 entity”. | :
11 (e) INVES’l‘IGATIONS.—-Secti‘on 307(a) of the Federal
12 Power Act (16 U.S.C. 825f(a)) is amended as follows:
13 (1) By inserting “, electric utility, transmitting
14 utility, or other entity’’ after “person”_each time it
15 appears.
16 (2) By striking the period at the end of the
17 first sentence and inserting the following: “or in ob-
18 taining information about the sale of electric energy -
19 at wholesale in interstate commerce and the trans-
20 mission of electric energy in interstate commerce.”.
21 SEC. 1295. CONSUMER PRIVACY AND UNFAIR TRADE PRAC-
22 TICES.
23 (a) PrRivaCcY.—The Federal Trade Commission may
24 1ssue rules protecting the privacy of electric consumers
25 from the disclosure of consumer information obtained in
;::\V,9\041 905\041 9(;5.425 (31690918)
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connection with the sale or delivery of electric energy to
electric consumers. |

(b) SLAMMING.—The Federal Trade Commission
may issue rules prohibiting the change of selection of an
electric utility except with the informed consent of the
electric. consumer of 1f approved by the appropriate State
regulatory authority. |

(¢) CRAMMING.—The Federal ’1‘rade. Commission
may issue rules prohibiting the sale of goods. and services
to an electric consumef unless expressly authorized by llaw
or the electric consumer.

(d) RULEMAKING.—The Federal Trade Commission
shall proceed in accordance with section 553 of title 5,
United States Code, when preseribing a rule under this
section. |

(e) STATE AUTHORITY.—If the Federal Trade Com-
mission deterinines that a State’s regulations provide
equivalent or greater protection than the provisions of this
section, such State regulations shall appléz in that State
in lieu of the regulations issued by the Commission under
this section.

(f) DEFINITIONS.—For purposes of this seétion:

(1) STATE REGULATORY AUTHORITY.—The

term ‘“‘State regulatory authority”’ has the me'aning

F:\V9\041905\041905.425 (31690918
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given that term in section 3(21) of the Federal
Power Act (16 U.S.C. 796(21)). |
(2) ELECTRIC CONSUMER AND ELECTRIC UTIL-

ITY.—The terms “electric consumer” and ‘“electric

utility’”’ ‘have the meanings given those terms in sec-

tion 3 of the Public;_ﬁtility Regulatory Policies Act

of 1978 (16 U.S.C. 2602). |

“(d) The Commission shall, by rule or order, require
each person or other entity engaged in the transporta,ti:ori
of natural gaé in interstate commerce, or the sale n inter-
sfate commerce of natural gas for resale for ultimate pub-
lic consumption for domestic, commercial, industrial, or
any other use, and each broker, dealer, and power mar-
keter involved in any such transportation or sale, to main-
tain, and pefiodically submit to the Odmmission, such
records, in electronic form, of each transaction relating to
such transmission or sale as may be necessary to deter-
mine whether any person has employed any fraudulent,
mdnipulative, or deceptive device or contrivance in con-
travention of rules promulgated by the Commission.”.

SEC. 1296. SAVINGS PROVISION.

Nothing in this title or in any amendment made by

this title shall be construed to affect the authority of any

court to make a determination in any proceeding com-

menced before the enactment of this Act regarding the au-

F:\V9\041905\041905.425 (31690918)
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1 thlority of the I'ederal Energy Regulatory Commission to
2 permit. any person to sell or distribute electric energy at
-3 market-based rates. B | | _
| In section 25C(b)(1)(A)_ of the Internal Revenue
Code of 1986, as proposed to be added by section 1311

of the bill, insert -after clause (iii) the following new

clauses:
4 (iv) $150 for each electric heat pump
5 - water heater,
| 6 (v) $200 for each a.dvanced'rllaturall
7 © gas, oil,- propane furnace, 61" hot water boil-
8 er installed in 2006 ($150 for equipment
9 installed in 2007, $100 for equipment in-
10 stalled in 2008), |
11 | (vi) $150 for each advanced natural
12 gas, oil, or propane water heater,
13 ' (vil) $50 for each mid-efficiency nat-
14 : ural gas, oil, or propane water heater,
15 | (viii) $50 for an advanced main air
16 circulating fan which is installed in a fur-
17 nace with an Annual Fuel Utilization Effi-
18 : ciency of less than 92 percent,
19 | | (ix) $150 for each advanced combina-
20 ' tion space and water heating system,

F:\V9\041905\041905.425 (31690918)
April 19, 2005 (6:18 PM)




F:\MQ\PELOSI\PELOSI_OO&XML H.LC.

- 88

1 _ - {x) $50 for each mid-efficiency com--

bination space and water heating Systefn,
(xi) $250 for each geothermal heat

pump, and

(xii) $250 for each advanced central

air conditipner or central heat pump ($150 '

N e Y, T S FC R N

for equipment installed in 2008). |
In '-_sectibll- 25C(a) of the Internal Revenue Code of
1986, as proposed to be added by section 1311 of the

© bill, insert after paragraph (3) tﬁe' following new para-

graph: -
8 (4) the energy efficient building property de-
9 seribed in clauses (iv) through (xii) of subsection

0 ®GO@.
In section 25C(b) of the Internal Revenue Code of
1986, as proposed to be added by section 1311 of the

bill, insert after paragraph (2) the following new para-

graph:
11, (3) SAFETY CERTIFICATIONS.—No credit shall
12 be allowed under this section for an item of property . ¥ .i
13 specified in clause (iv) through (xii) of paragraph l
14 (1) unless such propert;y meets the performance and |
15 qu_a.lity standards, and the certification requirements

16 (if any), which—

F:\VO\041905\041905.425  (31690918)
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(A) have been preseribed by the Secretary

1

2 by regulations (éfter consultation with the Sec-

3 retary of Energy or the Administrator of the

4 Environmental Protection Agency, as appro-

5 priate), ' |

6 (B) in the case of the energy efficiency -
T ratio (WER) for property described in .clalise

8 (viii) or (ix) of subseetion (d)(1)(B)—

9 (1) require measurement’é to be based
10 on publfshed data which is tested by maﬁu-
11 facturers at 95 degrees Fahrenheit, and
12 (ii) do not require ratings to be based
13 on certified data of the Air Conditioning
14 and Refrigeration Institute, and
15 (C) are in effect at the time of the acquisi-
16 tion of the property.

In section 250(0) of the Internal Revenue Code of

1986, as proposed to be added by section 1311 of the
~ bill, add at the end the following new paragraphs:

17 (4) ENERGY EFFICIENT BUILDING PROP-

18 ERTY.—The term “‘energy efficient building prop-

19 erty” means—

20 | (A) an electric heat ‘pump water heater

21 | which yields an energy fa;ctor of at least 1.7 in
F:\V9\041905\041905.425 (31690918)
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90 _
the standard Department of Energy test proce-
dﬁre, ‘ _ |
(B) an-ad\.Ianced natural gas, oil, propane
furnace, or hot water boiler. which achieves at

least 92 percent annual fuel utilization effi-

ciency (AFUE), and which has an advanéed'

main air ecirculating fan,
- (C) an advanced natural gas, oil, or pro-

pane water heater which has an energy factor

of at least 0.80 in the standard Department of

Energy test procedure,

(D) a mid-efficiency natural gas, oil, or

propane water heater which has an energy fac-

-tor of at least 0.65 but less than 0.80 in the

standard Department of Energy test procedure,

(B) an advanced main air cireulating fan
which has an annual eleetricity use of no more
than 2 percent of the total annual energy use
(as determined in the standard Department of

Energy test procedures) and which is used in a

new natural gas, propane, or oil-fired furnace,

(F) an advanced combination space and
water 'heating system-which has a combined en-
ergy factor of at least 0.80 and a combined an-

nual fuel utilization eff’iciénc;;'r (AFURE) of at

(31690918)
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91 _
least 78 percent in the standard Department of
Energy test proéedure,

(G) a mid-efficiency combination space and
water heating system which has a combined en-
-ergy factor of at least 0.65 but less than 0.80
and a cdmbined annual fuel utilization effi-
ciency (AFUE) of at least 78 percent 'in the

standard Department of Energy test prdcedure,

(H) a geothermal ‘heat purﬁp which has . .

water heating capability by a de_'s_uperheater- or
full-condensing option and which has an energy.:
efficiency ratio (EER) of at. _least 18 for
ground-loop systems, at least 21 for ground-

- water systems, and at least 17 for direct

(GeoExchange systems; and

(I) a central air conditioner or- central heat
pump which meets the Energy Star spécifica—
tioné as set by the Environmental Protection
Agency. The specifications must -:be made effec-
tive éfter December 31, 2005, and must be eur-
rent as of the date of the expenditure or made

effective later in the calendar year of the ex-

- penditure.

(6) LABOR cCoSTS.—Expenditures for labor

costs properly allocable to the onsite preparation, as-

(31690918)
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- sembly, or original installation of the property and
for piping or Wiring to interconnect property de-
seribed in paragraph (4) to the dwelling unit shall
be taken into account for purposes .of this section.

In subtitle B of title XIII, add at the end the fol-

lowing:

5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23

SEC. 1318. CREDIT FOR CONSTRUCTION OF NEW ENERGY
_ EFFICIENT HOMES.
(a) 'IN GENERAL.—Subpart D of part IV of sub-

chapter A of chapter 1 (felating to business related cred-

its) is amended by adding at the end the following new

section:
“SEC. 45K. NEW ENERGY EFFICIENT HOME CREDIT.

“(a) IN GENERAL.—For purposes of ‘section 38, in

the case of an eligible contractor with respeet to a quali-

fied new energy efficient home, the cfed_it determined
under this section for the taxable year with respect to such
home is an amount equal to the agg'regzite adjusted bases
of all energy efficient property installed in such home dur-
ing construction of such home.
“(b) LIMITATIONS.—
“(1) MAXIMUM CREDIT.—
“(A) IN GENERAL.—The credit allowed by
this section with respect. to a dwelling unit Shall

not, exceed—

F:\V8\041905\041905.425 (31690018)
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“(i)-in the case of a dwelling unit de-
seribed in clause (i) or (iii) of subsection

(c)(3)(C), $1,000, and

“(ii) in the case of a dwelling unit de-

seribed in clause (i) or (iv) of subsectlon
()(3)(C), $2,000.
“(B) PrIOR CRDDIT AMOUNTS ON SAME

DWL‘LLING UNIT TAKEN INTO ACCOUNT -—If a

credit was allowed under subsection (a) with re-.

spect to a dwelling unit in 1 or more prior tax--

able years,-the amount' of the .credit otherwise

allowable for the taxable year with respect to

such dwelling unit shall be reduced by the sum

of the credits allowed under subsection (a) with
respé_ct to the dwelling unit for all prior taxable
years.

“(2) COORDINATION WITH CERTAIN CREDITS.—

For pl_irposes of this section—

“(A) the basis of any property referred to
in s‘ubsectioin. (a) shall be reduced by that por-
tion of the basis of any property which is attrib-
utable to qualified rehabilitation expenditures
(as defined in section 47 (€)(2)) or to the energy
percentage of energy property (as determined

under section 48(a)), and

(31690918)
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“(B) expenditures Itake’n into aeccount
under section 47 or 48(a) _shall not be taken
into account under this section. .
“(e) DEFINITIONS.;FQr purposes of this seetion— -
“(1) ELIGIBLE CONTRACTOR—The term ‘eligi-
ble contractor’ means_; |
“(A) the person who constructed the quali-
fied new energy efficient home; or
~ “(B) in the case of a qualified new energy
' effiéient home which is a manufactured home,
the manufactured home producer of such home.
If more than 1 person is described in subparagraph
(A) or (B) with respect to any qualified new energy
efficient home, such term means the person des-
ignated as such by the owner of such home.
| “(2) ENERGY EFFICIENT PROPBRTY.—The
term ‘energy efficient 'property" means any energy
efficient building envelope component, and any en-
ergy efficient heating or cooling equipment or Sys-
tem, which can, individually or in combination with
other componénts, result in a dwelling unit meeting -
the requirements of this section.
“(3) QUALIFIED NEW ENERGY EFFICIENT
HOME.—The term ‘qualified new energy efficient

home’ means a dwelling unit—

(31690918)
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“(A) located in the United States,

“(B) therconstructi(_)n of which is substan-

tially completed after the date of the enactment

of this section, and

(31690918)

“(C) which is—

‘-‘(i) certified to have a level of annual

heating and cooling energy consumption -

which is at least 30 percent below i_;he an-

nual level of heating and cooling energy

‘consumption of a comparablg dwelliﬁ'g unit

constructed in accordance with the stand-.

ards of chapter 4 of the 2003 International
Energy Conservation Code, .as such Code
(including supplements) is in effect on the
date of the enactment of this section, and

for which the heating and ‘cooling equip-

ment efficiencies correspond to the. min-

imum allowed under the regulations estab-
lished by the Department oijnergy pursu-
ant to the National Applianée Energy Con-
servation Act of 1987 and in effect at the
time of construction, and to have building
envelope component improvements account

for at least V3 of such 30 percent,
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“(ii) certified to have a level of annual
heating and cooling energy conéumption
which- is at. least 50 percent below such an-
nual level and to have. building envelope
éOmponent Improvements account _for at
least ¥5 of such 50 percent, |
“(iii) a manufactured home “whieh
- meets the requireménts of clause (1) and
~which conforms to Federal Manufactur;ad
lHome Construction and Safety Standards
~ (section 3280 of title 24, Code of Federal
Regulations), or
“'(iv) a manufactured home which

meets the requirements of clause (i) and

-which'conforms to Fedefal Manufactured -

Home Construction and Safety Standards
(section 3280 of title 24, Code of Federal
Regulations).

“(4) CONSTRUCTION.—The term ‘construction’
includes substantial reconstruction and rehabilita-
tion.

“(5) ACQUIRE.—The term ‘acquire’ includes
purchase and, in the case of reconstruction and re-
habilitation,  such term includes a binding written

contract for such reconstruction or rehabilitation.

(31650018)
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“(6) BUILDING ENVELOPE COMPONENT.—The
term ‘bulldmg envelope component’ means—
“(A) any sealant, insulation material, or
system Which-is specifically .and primarily de-

signed to -reduce the heat loss of gain of a

dwelling unit when installed in or on such

dwelling ﬁnit,
- “(B) exterior windows ' (iﬁcluding sky-
lights), |
“(C) exterior doors, and
“(D) any metal roof installed on a dwelling
unit, but only if such roof has appropﬁate pig-
mented coetings which—

“(i) are spemflcally and primarily de-
31g11ed to reduce the heat gain of such
dwelling unit, and

“(ii) meet the Energy Star pfog‘ram
requirements. |

“(d) CERTIFICATION.—

“(1) METHOD OF CERTIFICATION.—A certifi-

cation described in subsection (¢)(3)(C) shall be de- -

termined in accordance with guidance prescribed by

the Secretary, after consultation with the Secretary
of Energy. Such guidance shall specify procedures

and methods for calculating energy and cost savings.

(31690918)
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“(2) FORM.—A certification described in sub-
section (c¢)(3)(C) shail be made in writing in a man-
ner which specifies in readily verifiable fashion the
energy efficient building envelope components and
energy efficient heating or cooling equipment in-
stalled and th'eir- resp'ective rated energy efficiency
performance. |

“(e) BASIS ADJUSTMENT.—For purposés of this sub-
title, if a credit is determined under this séction for any
expenditure with respeét to any property, the increasé in
the basis of such property which would (but for this sub-
section) result from such expenditure shall be reduced by
the amount of the credit so determined. .

“(f) SPECIAL RULE WITH RESPECT TO BUILDINGS
WiTH ENERGY EFFICIENT PROPERTY.—In any case in
which a deduction under section 200 or a eredit under sec-
tioAn 256C has béen allowed with respect to property in con-
nection with é dwelling unit, the level of annual heating
and cooling energy consumption of the con:aparable dwell-
Ing unit referred to in clauses (1) and (ii) of subsection
(€)(3)(C) shall be determined assuming such comparable
dwelling unit contains the property for which such deduc-
tion or eredit has been allowed.

“(g) APPLICATION OF SECTION.—

F:\V9\041905\041905.425 (31690918)
April 19, 2005 (6:18 PM)
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“(1) 50 PERCENT HOMES.—In the case of any
dwelling unit described in clause (ii) or (iv) of sub-
section (e)(3)(C) subsectlon (a) shall apply to quall-
fied new energy efflelent homes acquired during the
perlod beginning on the date of the enactment of

this sectlon and endlng on December 31, 2009. |
“(2) 30 PERCENT HOMES.—In the casé of any
d_welling unit desecribed in eleuse @) or (iii) of sub-

section (e)(3)(C), subsection (a) shall apply to quali;

fied new energy efficient homes acquired during the’

period beginning' on the date of the enactment of

this section, and ending on December 31, 2007.”.

(b) CREDIT MADE PART OF GENERAL BUSINESS
CREDIT.—Section 38(b) (relating to current year business
credit) is amended by striking “plus” at the end of para-
graph (19), by striking the period at the end of paragraph
(18) and inserting “’., plus”, and by adding at the end the
fellowing new paragraph:

“(21) the new energy -efficient home credit de-

termined under section 45K (a).”.

(¢) BASIS ADJUSTMENT.—Subsection (a) of section

1016 is amended by striking “and” at the end of para-

graph (33), by striking the period at the end of paragraph

(34) and inserting “ and”, and by adding at the end the

following new paragraph

F:AV9\041905\041905.425 (31690918)
April 19, 2005 (6:18 PM)
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“(35) to the extent providéd in section 45K(e),
in the case of amounts with respect to which a credit

has been_ allowedunder section 45K."”. |
(d) DEDUCTION FOR CERTAIN UNUSED BUSINESS
CREDITS.—Section 196(c) (defining qualified business
credits) is amended by 'st.r.iking “and” at the end of pafa- '
graph (11), by striking the period at the end of paragraph
(12) and iﬁserting “, and”, and by édding after paragraph
(12) the follox_ying new paragraph: a
“(13) the new energy efficient home credit de-
termined under section 45K(a).”. .
(e) CLERICAL AMENDMENT.——Th_e table of sections

for subpart D of pdrt IV of subchapter A of chapter 1

is amended by adding at the end the following new item:

“Sec. 45K. New energy efficient home credit.”. .
(f) EFFECTIVE DATE.—The amendments made by
this section shall apply to taxable years ending after the
date of the enactment of this Act.
SEC. 1319. ENERGY EFFICIENT COMMERCIAL BUILDINGS
DEDUCTION.

(a) IN GENEM.—Part VI of subchapter B of chap- -
ter 1 (relating to itemized deductions for individuals and
corporations) is amended by inserting after section 1798

the following new section:

F:\V9\041905\041905.425 (31690918)
April 19, 2005 (6:18 PM)
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“SEC. 179C. ENERGY EFFICIENT COMMERCIAL BUILDINGS

DEDUCTION.

“(a) IN GENERAL.—There shall be allowed as a de-

duction an amount equal to the cost of energy efficient

commercial building property placed in service during the

taxable year.

“(b) MAXIMUM AMOUNT OF DEDUCTION.—The de-

duction under subsection (a) with respect t(_)' any building
for the taxable year and all prior taxable yéars shall not

exceed an amount, equai to the product of—

“(1) $2.25, and
“(2) the square footage of the building.
“(e) DEFINITIONS.—For purposes of this section—
“(1) ENERGY EFFICIENT COMMI%R'CIAL BUILD-
ING PROPERTY.—The term ‘energy efficient commer-
cial building property’ means property-— |
“(A) which is installed on or in any build-
ing located in the United Statés, .
“(B) which is installed as part of—
“(i) the interior lighting systems,
“(ii) the heating, cooling, ventilation,
and hot water systems, or
“(iii) the building envelope, and
“(C) which is eertified in accordance with
subsection (d)(6) as beingr installed as part of

a plan designed to reduce the total annual en-

(31690918)
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ergy and power costs with respect. to the inte-
rior lighting sy'étems, heating, cooling, ventila-
tion, and hot water systems of the building by
50 percent or more in comparison to a ref-
erence building which meets the minimum re-
: quirementé of Standard 90.1-2001 using meth-

odé of caleulation under subsection (d)(2)

A building described in subparagraph (A) may in-

clude any residential rental property, including any

low-rise multifamily structure or sin.glé_ family hous-

ing property which is not within the scopé of Stand-.

ard 90.1-2001, but shall not include any qualified
new energy efficient home (within the meaning of
section 45K(d)(3)) -for which a credit under section

45K has been allowed.

“(2) STANDARD 90.1-2001.—The term ‘Stand-

“ard 90.1-2001" means Standard 90.1-2001 of the

American Society of Heating, Refrigerating, and Air
Conditioning Engineers and the IMuminating Engi-
neering Society of North America (és in effect on

April 2, 2003).
“(d) SPECIAL RULES.—
- (1) PARTIAL ALLOWANCE.-—
“(A) IN GENERAL.—[xcept as provided in

subsection (f), if—

(31690918)
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103 |
“(i) the requirement of subsection
(e)(1)(C) is not met, but |
“(i) fhere is a certification in accord-
ance with paragraph (6) that any system
referred to in subsection (¢)(1)(B) satisfies
the energyfsavings targets established -by
the Secretary under subparagraph (B)
- with respect to such.system, |
then the requirement of subsection (c)(l)(C)
shall be treated as met with respect to such sys-
tem, and the deduction under subsection (a)
shall be allowed with respect to energy efficient
commercial building property installed as part
of such system and as part of a plan to meet
such targets, except that subsection (b) shall be
appliéd to such property by substituting “$.75’
for ‘$2.25", |
“(B) REGﬁLATIONS.——The Secretary, after -
consultation with the Secretary of Energy, shall
establish a target for each system described in
subsection (¢)(1)(B) which, if such targets were -
met for all such systems, the building would
meet the requirements of subsection (¢)(1)(C).

“(2) METHODS OF CALCULATION.—The Sec-

retary, after consultation with the Secretary of En-

(31690918)
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ergy, shall promulgate regulations which describe in

detail methods for éalculating-and verifying energy

and power consumption and cost, based on the pro-
visions of the 2005 California Nonresidential Alter-
natﬁze Caleulation Method Approval Manual or, in
the case of reéid’éntial property, the 2005 California
Residential Alternative Caleulation Method Approifal

Manual. These regulations.shall meet. the fb]lowir_x_g '
requirements: ,
“(A) In caleulating tradeoffg and energy |

performance, the regulations shall prescribe the

costs per unit of energy and power, such as kil-
owatt hour, kilowatt, gallon of fuel oil, and
- cubi¢ foot or Btu of natural gas, which may be
dependent on time of‘ usage. If a State has de-
veloped annual energy usage and cost caleula-
tion f)rocedures based on time of ﬁsage costs for
use -in the performance standards of the State’s
building energy code before the e:ffective date of
this section, the State may use those annual en-
ergy usage and cost caleulation procedures in
lieu of those adopted by the Secretary.
“(B) The caleulation methods under this
paragraph need not comply fully with section
11 of Standard 90.1-2001.

(31690918)
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105 .

“(C) The calculation methods shall be fuel
neutral, such t‘hat the same energy efficiency
features shall qualify a building for the deduec-
tion under this section regardless of whether
the heating source is a gas or oil furnace or an
electric héat‘ pump. The reference building for
a broposed design which emp‘loys electric .r_esi'st-

ance heating shall be modeled as using a heat

pump.

“(D) The célculation m'ethod.s. shall provide
appropriate calculated energy savingé for design
methods and technologi'es not otherwise credited

in either Standard 90.1-2001 or in the 2005

- California - Nonresidential Alternative Calcula-
tion Method Approval Manual, :ineluding the

following:

“(i) Natural ventilation.

“(ii) Evaporative cooling.

“(ii1) Automatic liglltiné‘ controls such
as occupancy sensors, photoéells,. and time-
clocks.

“(iv) Daylighting.

“(v) Designs utilizing semi-condi-

tioned spaces which maintain adequate

(31690018)
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comfort conditions without air conditiohing
or without heating. | |

“(vi) improved fan system efficiency,
including reductions in statie pressure‘.

“(vii) Advanced unloading mecha-

nisms for mechanical cooling, such as mul- -

tiple or variable speed compressors.

“(viii) The calculation methods may

take Into account the extent of commis-

sioning in the building, and aliow the tax-
payer to take into account measured per-
formance which exceeds typieal perform-
ance.

“(ix) On-site generation of electricity,
including combined heat .and power Sys-
tems, fuel cells, and renewable energy gen-
eration such @s solar energy.

“(x) Wiring with lower energy losses
than wiring satisfying Standard 90.1-2001
requirements for building power distribu-

tion systems.

“(3) COMPUTER SOFTWARE.—

“(A) IN GENERAL.—AnNy caleulation under

paragraph (2) shall be prepared by qualified

. computer software.

(31690918)
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“(B) QUALIFIED COMPUTER SOF‘TWARE.—»

For purposes 'lof this paragraph, - the term
‘qualified computer software’ means software—
“(i) for which the software designer

has certified that the software meets all

procedures and detailed .methods for caleu-

lating energy and power consumption and

costs as required by the Secretary,
“(ii) which provides such forms as re-

quired to be filed by the Seéretary In con-

neetion with energy efficiency of propefty,

and the deduction allowed under this sec-

tion, and

“(iii) which provides a notice form

which documents the energy:efficiency fea-. -

tures of the building and its projected an-
hual energy costs.

“(4). ALLOCATION OF DEDUCTION FOR PUBLIC
PROPERTY.—In the case of energy eff:icient commer-
cial building prbperty installed on or in publie prop-
erty, the Secretary shall promulgate a, fegulation to
allow the. alloeation of the deduction to the person
primarily responsible for designing the property in

lieu of the public entity which is the owner of such

(31690918)
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108 .
property. ‘Such person shall be treated as the tax-
payer for purposes o‘f this section. |
“(6) NOTICE TO OWNER.—Each certification
required under this seetion shall include an expla-
nation to the bu11d1ng owner 1egard1ng the energy
efficiency features of the bulldmg and its prOJected

annual energy -costs as provided in the notice under

paragraph (3)(B)(ii).

“(6) CERTIFICATION.— ,

“(A) IN GENERAL.—The Sgcretary shall
prescribe the manner and method for the mak-
ing of certifications under this section.

“(B) PROCEDURES.—The Secretary shall

- nclude as part of the certification process pro-
cedures for mspectlon and testmg by qualified
_mdmdua]s descrlbed in subparag'raph (C) to
ensure comphancer of buﬂdmgs with energy-sav-
ings plans and targets. Such procedures shall
be comparable, given the difft;rence between
commercial and residential bui]dings,. to the re-
quirements in the Mortgage Induétry National
Accreditation Procedures for Home Energy
Rating Systems.

“(C) QUALIFIED INDrvu_)UALs.—'—In'divid-

uals qualified to determine compliance shall be

(31690018)
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only those individuals who are recognized by an
oi'g'anization_certiﬁed by the. Secretary‘ for such
purposes. |

“(e) BAsIs REDUCTION.—For .purposes of this sub-

title, if a deduction is allowed under this section with re-
spect to any energy efficient commercial building property, -

the basis of such property shall be reduced by the amount

of the deduction so allowed.

“(f) INTERIM RULES FOR LIGHTING SYSTEMS.—

- Until such time as the Secretary issues final regulations

under subsection (d)(1)(B) with respect to property which
is part of a lighting system—

“(1) IN GENERAL.—The lighting system target

under subsection (d)(1)(A)(ii) shall be a reduction in -

lighting power density of 25 percent (50 percent in
the case of a warehouse) of the minimum require-
ments in Table 9.3.1.1 or Table 9.3.1.2 (not includ-
ing additional interior lighting power allowances) of
Standard 90.1-2001.
“(2) REDUCTION IN DEDUCTION IF REDUCTION
LESS THAN 40. PERCENT.—
“(A). IN GENERAL.—If, with respect to the
lighting system of any building other fhan a

warehouse, the reduction in lighting power den-

sity of the lighting system is not at least 40

(31690918)
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1 - percent, only the applicable percentagé of the

2 amount of dedﬁction otherwise allowable under
| 3 this section with respect to such property shall

4 be allowed.

5 “(B) APPLICABLE PERCENTAGE.—For

6 . purposes of .subparag'raph (A), the applicable

d) pefcentage 1s the number of peréenta‘ge .poirits

8 (not greater than 100) equal to .fhe sum of—

9 “(i) 50, and "

10 “(ii) the amount which b_ears the sdme
11 ratio to 50 as the excess of the reduction.
12 of lighting power density of the lighting

13 system over 25 percentage points bears to
14 15. | |
15 “C) EXCEPTIOi\IS.——'ThiS sﬁbsection shall
16 not apply to any system—

17 | () the controls and circuiting of
18 .which do not comply fully with the manda-
19 tory and préscriptive _ reéuirements of
20 Standard 90.1-2001 and which do not in-
21 clude provision for bilevel switching in all
22 oceupancies exeept hotel and motel guest
23 rooms, store rooms, restrooms, and public
24 lobbies, or

F:\V9\041905\041905.425 (31690918)
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“(ii) which does not meet the min-
Imum reqﬁirements for calculated lighting
levels as set forth in the [lluminating Engi-
neering Society of North America Lighting
Handbook, Performance and Application,
Ninth Edition 2000,

“(g) COORDINATION WITH OTHER TAX BENE-

FITS.—

“(1) NO DOUBLE BENEFIT.—No deduction

shall be allowed under subsectioh (a) ﬁ(ith respect to |

any building for which a credit under section 45K
has been allowed.

“(2) SPECIAL RULE WITH RESPECT TO BUILD-
INGS WITH ENERGY EFFICIENT PROPERTY.—In ény
case in which a deduction under. section 200 or a
credit under section 25C has been allowed with re-
spect to broperty in' connection with a building, the
annual energy and power costs of. the reference
building referred to in subsection (c)-:(l)(C) shall be
determined assuming such reference building con-
tains the property for which such deduction or credit

has been allowed.

“(h) REGULATIONS:—The Secretary shall promul-

24 gate such regulations as necessary—

F:\V9\041905\041905.425
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“(1) to take into account new technologies re-
garding energy efficiency and renewable ehergy for
purposes of determining energy efficiency and sav-
ings under thisr secﬁon, and

“(2) to provide for a recapture of the deduction

allowed under this section if the plan described-in ‘

subsection (e)(1)(C) or (d)(i)(A) is not fully imple-

mented..

“(i) TERMINATION.—This section shall not apply

with respect to property placed in service after December

31, 2010.”.

(b) CONFORMING AMENDMENTS.—

(1) Section 1016(a) is amended by striking
“and” at the end of paragraph (34), by striking the
period at the end of paragraph (35) and inserting “,
and”, and by adding at the end the following néw
paragraph:

“(36) to the extent provided in section
179C(e).”.

(2) Section 1245(a) is amended by inserting .
“179C,” after “179B,” both places it appears in -

paragraphs (2)(C) and (3)(C). _
(3) Section 1250(b)(3) is amended by inserting
before the period at the end of the first sentence “or

by section 179C".

(31690918) -
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1 (4) Section 263(a)(1) is amended by striking
2 “or at the end of subparagraph (H), by' striking
-3 the period at the eﬁd of subparagraph (I) and in-
4 serting ““, or”, and by inserting after subparagraph
5 (I) the following new subparagraph: |
6 “( expén_ditures for which a deduction- is
7 allowed under section 179C.”.
'8 (5)- Section 312(K)(3)(B) is amended by strik.
9 ing “secti011 179, 1794, or 179B” each place it a:p;
10 pears in the heading and text and inserting “‘section
11 179, 179A, 179B, or 179C”.
12 (¢) CLERICAL AMENDMENT.——Th_e table of sections
13 for part VI of subchapter B of chapter 1 is amended by
14 inserting after section 179B the following new item:
“Sec. 179C. Energy efficient commercial buildings deduction.”. |
15 (d) EFFECTIVE DATE.—The amendments made by
16 this section shall apply to property placed in service after
I7 the date of the enactment of this Act in taxable years end-
18 ing' after such date.
19 SEC. 1320. ENERGY CREDIT FOR COMBINED HEAT AND
200 POWER SYSTEM PROPERTY.
21 (2) IN GENERAL.—Section 48(a)(3)(A) (defining en-
22 érgy property), as amended by this title, is amended by
23 striking “or” at the end of clause (1), by inserting “or”
| 24 at the end of clause (iii), and by adding at the end the
25 following:
F:\V9\041905\041 9(.)5.425 (31690818)
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| 114
“(iv) combined heat and power system
property,”.

(b) COMBINED HEAT AND POWER SYSTEM Prop-

ERTY.—Section 48 (relating to energy credit), as amended

by this title, is amended by adding at the end the following

new subsection:

“(c) COMBINED HEAT AND POWER SYSTEM PROP-

ERTY.—TFor phrposes of subsection (a)(3)(A)(iv)—

. “(1) COMBINED HEAT AND POWER SYSTEM

PROPERTY.—The term ‘combined heat and power

'system. property’ means -property _coinpfising a

system—

“(A) which uses the same _energy source
for the simultaneous or s-equ'ential generation of
electrical power, mechanical Sh:a.ft power, or
both, in combination with the generation of

 steam of other forms of useful thermal energy
(including heating and cooling applications),

“(B) which has an electriéal capacity of
not more than..15 megawatts of a mechanical
en'ergy capacity of not more than -2,000 horse-
power or an equivalent combination of electrical
and mechanical energy capacities,

“(C) which produces—

(31690918)
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“(1)- at least 20 percent of its total
useful Qnefgy in the form of thermal en-
ergy which is not used to produce electrical

or mechanical power. (or combination

- thereof), and

“(ii) at least 20 percent of its total -

useful energy in the form of electrical or

- mechanical power (or combination thereof),

“(D) the energy efficiency percentage of

which exceeds 60 percent, and

~ “(E) which is placed in service before Jan-

uary 1, 2009,

“(2) SPEOIAL RULES.—

“(A) ENERGY EFFICIENCY PERCENT-

AGE.—For purposes of this subsection, the en-

ergy efficiency percentage of a system is the

fraction—

(31690918)

“(i) the numerator of which is the

total useful electrical, thermal, and me-

chanieal power produced by the system at
normal operating rates, and expected to be
consumed in its normal application, and
“(ii) the denominator of which is the
lower heating value of the fuel sources for

the system.
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1 “(B) DETERMINATIONS MADE ON BTU
2 BASIS.—The_ energy efficiengy percentage and
-3 the pereentageé under paragraph (1)(05 shall
4 be determined on a Btu basis.
5 “(C) INPUT AND OUTPUT PROPERTY NOT
6 | IN.CLUDED.—ITI_’I,O- term ‘combined heat ahd'
7 power system propérty’ does not include prop-
8 ev'r't;y used to transport the ene'rg'y‘sourc-ze to the
9 facility or to distribute energy produced by the
10 ' faciiity. |
11 (D) PuBLIC UTILITY PROPERTY.~.
12 “(i) ACCOUNTING RULE FOR PUBLIC
13 UTILITY PROPERTY.—If the combined heat
14 and power system property is public utility
15 property (as defined in section 168(i)(10)),
16 the taxpayer may only claim the credit
17 under subsection (a) if, with respect to
18 such property, the taxpayer uses a normal-
19 1zation method of -accounting.
20 “(ii) CERTAIN EXCEPTION NOT TO
21 APPLY.—Q‘he matter in subsection (a)(3) -
22 which follows subparagraph (D) thereof
23 shall not apply to combined heat and
24 power system property.
%:\V9\041905\0419(:.)5.425 (316909I8)
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117 |
“(B) NONAPPLICATION oOF CERTAIN
RULES. —For purposes of determlnmg if the

term combmed heat and power system prop-

erty’ includes technologies which generate elec- -

tricity or mechanieal power using back-pressure

steam turbines in place of existing pressure-re- -

ducmg valves or which rnake use of waste heat
from 1ndustr1al processes such as by usmg or-

ganic rankme stirling, or kalina heat engme

- systems, paragraph (1) shall be applied without

regard to subparagraphs (4), (C), and (D)
thereof. |

“(3) SYSTEMS USING BAGASSE.—If g system 1is

designed to use bagasse for at least 90 percent of

the energy source—

“(A) paragraph (1)(D) shall not, apply, but

“(B) the amount of credit determined .

under subsection (a) with respect to such sys- -

tem shall not exceed the amount which -bears

the same ratio to such amount, of credit (deter-

mined without regard to this paragraph) as the -

energy -efficiency percentage of such system

bears to 60 percent.

(¢) EFFECTIVE DATE.—The amendments made by

25 this subsection shall apply to periods after December 31,

F:\V9\041905\041905.425
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2005, in taxable years ending after such date, under rules

fa—

similar to the rules of Ase'(.zti,on 48(m) of the Internal Rev-

enue Code of 1986 (as in effect on the day before the date

of the enactment of the Revenue Reconciliation Act of

1990).

SEC. 1320A. EXTENSIGN THROUGH 2010 FOR PLACING
QUALIFIED FACILITIES IN SERVICE FOR PRO-,

DUCING RENEWABLE ELECTRIC ENERCY.

W 0 N o DWW N

(a) IN GENERAL.—Subsection (d) of : section 45 is

Sy
O

amended by striking “g anuary 1, 2006” ed(_zh place it :ap-

[a—ry
fam—y

pears and inserting “January 1, 2011”’.

o
[\

(b) EFFECTIVE DATE—The amendments made by

[y
w

this section shall apply to property originally placed in

ja—
'

service on or after January 1, 2006. ‘
At the end of title XIII, insert after subtitle C the

following new subtitle:

15 Subtitle D—Method of Accountin‘g
16 for Oil, Gas, and Prlmary Prod-
17 ucts Thereof

18 SEC. 1331. PROHIBITION ON USING LAST IN, FIRST-OUT AC-

19 COUNTING FOR OIL, GAS, AND PRIMARY
20 PRODUCTS THEREOF.
21 (a) IN GENERAL.—Section 472 (relating to last-in,

22 first-out inventories) is amended by adding-at the end the

23 following new subsection:

F:\V9\041905\041905.425 (31690918)
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“(h) OIL AND GAS.—N otwithstanding any other pro-

vision of this section—

“(1) oil, gas, and any primary product of ol or

gas, shall be mventorled separately, and

‘(2) a taxpayer may not use the method pro-

vided in subsection (b) in inventorying oil, gas, and '

any primary product of oil or gas.”.
(b) EFFECTIVE DATE AND SPECIAL RULE.—
(1) IN GENERAL.—The amendment made by

subsection (a) shall apply to taxable years beginning
after the date of the enactment of this Act,

(2) CHANGE IN METHOD OF ACCOUNTING.~—In

the case of any faxpayer required by the amendment
made by this section to change its method of ac-
counting for its first taxable year beginning after the
date of the eﬁactment of this Act—

(A) such chahge shall be treated as initi-
ated by the taxpayer,

(B) such change shall be treated as made
with the consent of the Secretary of the Treas-
ury, and .

(C) the net amount of the adjustments re-
quired to be taken into account by the taxpayer
under section 481 of the Internal Revenue Code

of 1986 shall be taken into account ratably over

(31690918)
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120 , .
a'period (not greater than 10 taxable .yéars) be-

gihning with such first taxable year. -

- SEC. 1332. EMERGING TECHNOLOGIES TRUST FUND.

(a) IN (ENERAL.—Subchapter A of. chapter 98 (re-
lating to trust fund code) is amended by adding at the
end the.following new section:

“SEC. 9511. EMERGING TECHNOLO_GIES TRUST FUND.

“(a) CREATION OF TRUST FUND.—There is estab- -

lished in the Treasury of the United States a trust fund
to be known as the ‘Emerging Technblogies'. Trust Fund’,

consisting of suech amounts as may be- appfopfiated or

credited to such Trusi Fund as provided in this section
or section 9602 (b). - )
“(b) TRANSFERS T0 TRUST FUND.—— o
“(1) IN GENERAL.—There are heleby appro-
prlated to the Emerging Technologiés Trust Fund
amounts equlvalent to the taxes received in the
’lreasury by reason of section 472(h) (relating to
prohlbltlon on use of Iast -1n, hrst-ou-t inventory ac-
counting for oil and gas). | |
“(2) LIMITATION.—The amount 'a.ppropriated
to the Trust Fund under paragraph (1) for any fis-
cal year shall not exceed $5,000,000,000.
“(¢) EXPENDITURES.—Amounts in the Emefg'ing

Technologies Trust Fund shall be available to the Sec-

F:\V9\041905\041905.425 (316909!8)
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retary of Energy to earry out a program to research and

+ develop emerging technologies for more efficient and re-

newable energy sources.”.
(b) CLERICAL AMENDMENT.—The table of sections

for such -subchap_ter is amended by adding at -the end

thereof the following new item:

“See. 9511. Erﬁerging Technologies Trust Fund.”.

In title XTIV, add at the end the follovnng new sec-

tions:

10
11
12

13
14
15
16
17

18

19
20
21
22

SEC. 1452. SMALL BUSINESS COM]VIER(lJIALIZ'ATION ASSIST-
ANCE. o

(a) AU'1‘}IORIQ‘§.—¥The Secretary of Energy shall pro-
vide assistance, to small businesses with less than 100 em-
ployees and startup companies, for the commerclal appli-
cation of renewable energy and energy efficiency tech-
nologies develqped by or with support fro}n the Depart-
ment of Energy. Such assistance shall be provided through
a competitive review process. : |

(b) APPLICATIONS.—The Secretary of Energy shall
establish requirements for applications for -assistance
under this section. Such applications shall 'C(;ntain a com-
mercial application plan, including a description of the fi-
nancial, business, and technical support (1nclud1ng sup-
port from universities and national laboratories) the appli-

cant anticipates in its commereial application effort..
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(¢) SELECTION.—The Secretary of Energy shall se-
lect applicants to receive assistance under this section on
the basis of which applicetions are the most likelylto result
in commercial application of renewable energy and energy -
efficiency technologies.

(d) LIMIT ON FEDERAL F'UNDING.—The Secretary of -
Energy shall provide under this section 10 more than 50
percent of the costs of the project funded

(e) AUTHORIZATION OF APPROPRIATIONS.—There
are authorizea to be appropriated to the Seereta,xy-of En-
ergy for earrying out this section $200,000,000 for each
of the fiscal years 2006 through 2010, and such sums as

may be necessary for each of the fiseal years 2011 through
2026.

SEC. 1453. SENSE OF THE CONGRESS.

It is the sense of the Congress that the President
should direct the Federal Trade Commission and Attorney
General to exercise vigorous oversight over the oil markets
to protect the American people. from price gouging and
unfair practices at the gasoline pump.

SEC. 1454. TRANSPARENCY.
The Federal Trade Commission, in consultation with

the Secretary of Energy, shall issue regulations requiring

~tull diselosure by refiners and distributors of their whole-

sale motor fuel pricing policies, with a separate listing of
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each component contributing to prices, including the cost
~of crude oil (with exploration, extraction, and transpor-

-tation costs shown separately if the refiner or distributor

15 also the producer of the crude oil), refining, marketing,
transportation, equlpment overhead, and profit, along
with ption of any rebates 1ncent1ves and market enhanee-
ment allowanees

~ In title XVI, add at the end the. followmg new see-

tion:

8
9
10
11
12
13
14
15
16
By
18
19
20
21
22
23

SEC. 1614. STUDY OF FINANCING FOR PROTOTYPE TECH-
| NOLOGIES. | |
- (a) INDEPENDENT ASSESSMENT.—The Secretary of
Energy shall commission an inde'pender_lt assessment of in-
novative financing techﬁiques to facilitate ¢onstruction of
new renewable energy and energy et’ficiency_ facilities that
might not otherwise be built in a competitive tnarket.
(b) CONDUCT OF THE ASSESSMENT.—The Secretary
of Energy shall retain an independent e.bntraetor with

proven expertise in financing large capital projects or in

financial services consulting to conduet the assessment -

under this section.

(c) CONTENT OF THE. ASSESSMENT.—The assess-
ment shall include  a eotnprehensivé examination of .all
a\;ailable techniques to safeguard private investors agéinst

risks (including both market-based and government-im-
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1 posed risks) that are beyond the control of the investors.

Such techniques may include Federal loan guarantees,

Federal j)rice guarantees, special tax considerations, and
direct Federal investment.

(d) REPORT.—The Secretary of Energy shall submit

the results of the indebendent assessment to the Congress

not later than 9 months after the dafe of enactrﬁentof

this section.
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